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THE INTEREST RATE AND INVESTMENT IN 
A DYNAMIC ECONOMY 


By Friepricu A. Lutz* 


Those who are responsible for making investment decisions fre- 
quently deny that those decisions are affected by the level of the 
interest rate. Before the war a group of Oxford economists interviewed 
a number of business men concerning the effect of the interest rate on 
investments, and the results of the inquiry have been summed up as 
follows: “The majority deny that their activities have been, or are likely 
to be, directly affected in any way by changes in interest rates. Of 
those who take the view that they might sometimes be affected, few 
suggest that the influence is an important one.’” 

Economists and monetary authorities, on the other hand, at least 
throughout the nineteenth and the first three decades of the twentieth 
century, regarded interest policy as an effective instrument by which 
the volume of investment could be contracted or expanded. Even today 
Bthis view has not been abandoned, although the emphasis has definitely 
shifted away from interest policy toward variations in public ex- 
penditures. The British White Paper on Employment Policy, issued in 
May, 1944, explains the effect of interest rate policy on investments 
in the “orthodox” fashion. “If the cost of borrowing money is high, 
some projects which are not profitable at that rate will be held back. 
When it falls again, those projects will be brought forward and others 
will also be taken in hand.” Nevertheless, the paper does not lay primary 
emphasis on interest rate policy. While it keeps “the possibility of 
influencing capital expenditures by the variation of interest rates .. . 
in view,” it relies much more on public expenditures as a means of 
regulating investment and employment. 

* The author is associate professor of economics at Princeton University, at present on 
leave of absence. He is a member of the Institute for Advanced Study, Princeton. 


*H. D. Henderson, “The Significance of the Rate of Interest,” Oxford Econ. Papers, 
No. I, October, 1938, p. 9. 


812 THE AMERICAN ECONOMIC REVIEW [ DECEMBER 


The divergence of opinion between those who try to prove analytj. 
cally that the level of interest rates must affect investment, and those 
who maintain that in practice the effect is negligible may simply be 
due to differences in the assumptions from which they are Proceeding. 
Even if it can be demonstrated in strict theory that, under the a;. 
sumption of other things being equal, a change in the interest rat, 
will have an effect on investment, it may still be true that the effec 
will not visibly manifest itself in a dynamic world where other thing: 
are not equal. These “other things” may be so important that they 
submerge the effect which the interest rate can be shown to have 
under static assumptions. 

This article is an attempt to show the effects of introducing dynamic 
elements into the theory. It is not claimed that their introduction will 
enable us to give a full explanation of investment decisions; for into 
every such decision there enter factors which are not capable oj 
generalization and therefore of theoretical treatment. Nonetheless a 
considerably more realistic explanation than that given by static theory 
is possible once account is taken of certain major dynamic forces. 

In what follows we shall examine the effect of a change in the 
interest rate (and by change we mean a change within the limits of, 
say, two per cent, e.g., from five to three per cent or vice versa) under 
four heads: the effect on (I) the holdings of inventories (variable 
capital), (II) the use of durable producers’ goods, and (III) the use 
of durable consumers’ goods, among which the most important item 
is houses. Section IV contains some remarks on the area of influence 
of the interest rate, and on the effect of changing interest rates on 
the behavior of financial institutions. 


I. Inventories 


Hawtrey’s well-known theory of the influence of the interest rate 
on inventories in the hands of wholesalers is a convenient starting pois! 
for the discussion of the first problem mentioned above. The whole- 
saler, Hawtrey says, “makes his profit out of the difference between 
the price at which he buys and the price at which he sells, and the 
set-off against his gross profit for insurance, rent, wages, etc., is quite 
small compared to the whole value of the goods. The set-off on account 
of interest is therefore by no means unimportant.’ Since such parts 0! 
the inventories as are held with borrowed money give rise to interest 
payments, ‘a sudden jump in a half year’s interest from two to three 
and a half per cent may well make a merchant hesitate to order 4 


*R. G. Hawtrey, “Currency and Credit” (London, Longmans Green, 1930), P 23 
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fresh consignment.” In consequence the manufacturer will find that 
fewer orders are coming in and he will cut down production. 

Hawtrey’s argument requires some elaboration before it can be 
examined more Closely. Suppose that the goods in which a wholesaler 
trades remain in his storage room for three months on the average 
and that he finances his purchases by borrowing on three months’ 
credit. His variable costs include the interest charge for three months. 
Assuming that the costs of additional units of output (sales) increase 
as his output increases (#.e., that the marginal cost curve is rising), 
he will push his sales to the point where marginal revenue equals 
marginal cost. If the interest rate is now raised, the marginal cost 
curve, of which the interest charge for three months is an element, will 
be raised correspondingly. In strict theory we must then suppose that 
the entrepreneur will reduce his output (and, in an imperfect market, 
raise the price) so that at the new point of equilibrium the marginal 
revenue again covers marginal cost. 

This argument, though logically correct, omits several significant 
factors: 

1. Although the trader’s profit will be reduced when the interest 
rate rises, it is unlikely, particularly if he considers the rise in the 
short-term interest rate to be temporary, that he will at once cut down 
sales ( and raise the price). This is true for two reasons: first, he may 
have no clear notion of the shape of his cost (and demand) curve, and 
thus may not be aware that if he reduces his sales the fall in his profits 
will be less than if the old volume of sales is maintained. Secondly, and 
this is a more important point, even if he is aware of this fact, the 
necessity of keeping the good will of his customers may be a stronger 
consideration than his (probably slight) loss in profits. Over a longer 
period of time such a policy may result in higher profits than a policy 
of trying to maximize profits over the short period. 

If he does not reduce his sales when the interest rate rises, he is not 
likely to reduce his inventory either; he knows by experience that 
a certain volume of sales requires a certain inventory level. Such changes 
in the ratio of inventories to sales as occur in practice are the result 
of “speculative” purchases of inventory due to price fluctuations, or 
of long-run improvements in merchandising technique, or of sudden 
changes in sales. During the cycle the movement of inventories follows 
the movement of sales, which suggests that the latter is the dominant 
factor influencing the former. 

2. The trader may finance his business predominantly with his own 
capital, in which case he will not “feel” a rise in the interest rate as 
forcibly as he would if he depended on bank credit. If, for example, 
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only one-tenth of his inventory is financed by bank debts, a chang 
in the interest rate by as much as two per cent will have a negligib). 
effect on his cost calculations.* 

Even before the present war and as far back as the twenties, whol. 
salers in the United States were not greatly indebted to the bank: 
Examination of a sample* of 27 large trade corporations owning 21 
per cent of the total assets of all large trade corporations shows tha 
in 1929 the bank debts of the whole sample amounted to only 9.7 per 
cent of the inventories. All through the thirties the ratio was still lower. 

3. Increases in interest rates commonly occur in periods whey 
prices are rising and are expected to go on rising, and reductions jp 
interest rates when prices are falling and are expected to go on falling. In 
such situations interest policy will not be the dominant influence. If, fo; 
instance, a trader expects prices to rise by one per cent over three months, 
an increase in the interest rate by as much as two per cent will not pre. 
vent him from increasing his inventory. The effect of an expected price 
rise in inducing an increase in inventories will, as a rule, be stronger 
than the effect (if any) of a rise in the interest rate in causing a 
decrease. 

II. Durable Producers’ Goods 


We turn now to the influence of the interest rate on the use of fixed 
equipment in the manufacturing process. In order to determine whether 
it is profitable to invest in a certain machine, the entrepreneur has to 
compare the present value of the revenue imputable to that machine 
with the costs of the machine. The result of this comparison is in- 
fluenced by the level of the interest rate in two ways: (1) inasmuch 
as interest enters into the construction costs of the machine, a fall 
(rise) in the interest rate lowers (raises) its cost. Since, however, 
interest is a very small part of the costs of construction, this efiect 
is negligible. (2) Inasmuch as the interest rate is used as a capitaliza- 
tion factor, a fall (rise) in the rate will raise (lower) the present 
value of the revenue from the machine.® 


* We are here proceeding on the assumption that in practice business firms calculate wit 
average and not marginal costs. 


*The sample was collected under the Financial Research Program of the National Bureau 
of Economic Research. 

*In using the capitalization procedure, account has to be taken, of course, of the ms 
factor. If future revenues are capitalized with the market rate of interest (or vane rate 
which the entrepreneur pays on his debts where this rate differs from the market m 
the risk factor must be taken into account by an appropriate treatment of the entre 
preneur’s expectations regarding the future revenue stream from the machine. Be ° 
this revenue stream is capitalized, the most probable value for the revenue expected for 
each year during the lifetime of the machine must be “corrected” with a factor & 
pressing the risk which, in the entrepreneur’s opinion, attaches to it. The capitalization 
procedure adopted in practice will be discussed later. 
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It should be observed that the influence which the interest rate 
exerts as a Capitalization factor is identical with the influence which 
it exerts as an element in the cost of using the machine. If an entre- 

preneur capitalizes the stream of revenues imputable to a machine 

_ the gross revenues minus the operating expenses®), he obtains 
a figure equal to the sum of money which, if he invested it in the 
capital market, would at the end of a period equal in length to the life- 
time of the machine, have “grown into” the same sum of mony as 
he accumulates by investing in, and operating, the machine. If the 
present value of the revenue happens to equal the cost of the machine, 
this means that, if he took all the units of revenue obtained from the 
machine over its lifetime and invested them, as they accrued, in the 
capital market at compound interest, he would at the end have a sum 
equal to the capital sum originally invested in the machine plus the 
accumulated interest which he could have obtained by investing that 
sum in the capital market for the same length of time. Assuming that 
he paid all of the accumulated interest charges in a lump sum at the end 
of the lifetime of the machine, he would have just enough to pay the 
creditors what he owes them (both principal and interest). Alternatively, 
if he applied the revenue obtained from the machine each year to the re- 
duction of his debt, by the time the machine’s life was at an end he 
would have paid to the creditors the principal of the debt plus the 
interest rate calculated on a gradually declining principal. If the pres- 
ent value of the revenue is above the cost of the machine, the entre- 
preneur will, of course, earn more than the interest on the invested 
capital, and vice versa if the present value is below the cost. 

It is clear then that the costs of using the machine (in the form of 
interest payments to the creditors) have been taken care of by the 
comparison of the capitalized revenue imputable to the machine with 
the initial costs of that machine. There is, therefore, no sense in saying 
for example that the interest rate is negligible as a factor in the costs of 
using the machine, but is of considerable importance as a capitalization 
factor. Such statements are, however, sometimes made." 

We are now ready to proceed with the analysis of the influence of 


The term operating expenses is here used in the narrower sense, excluding depreciation 
and interest charges. 

In an otherwise very informative article (“The Risk of Obsolescence and the Im- 
tance of the Rate of Interest,” Jour. Pol. Econ., Vol. LI, No. 4 [Aug., 1943], pp. 349- 
5), M. Moonitz first discusses the interest rate as a cost factor, by which he means 
the costs not of constructing, but of using a machine. He then proceeds to discuss interest 
asa capitalization factor. He says: “In addition to measuring one element in costs, the. rate 
of interest serves as a capitalization factor”; and he concludes: “Even though interest is 
not of great importance as a cost factor, the role of the interest rate as a capitalization 
factor would seem capable of restoring it to a position of prominence” (p. 354). 
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a change in the interest rate on investments in the manufacturing 
process. 


A. Horizontal Expansion and Contraction 


According to static economic theory a fall in the interest rate induces 
an expansion of fixed equipment and a rise a contraction. In this sy}. 
section we shall assume (unless the contrary is expressly stated) that 
the expansion is of the horizontal (parallel) type, i.e., that the entre. 
preneurs add new machines of the same type as those already in us 
Correspondingly, a contraction means that replacements are not fully 
made. We are not here going to consider the case where alternative tech. 
niques are available and the problem of substitution arises. This will be 
dealt with below. 

In competitive equilibrium the present value of the revenue (groy 
revenue minus operating expenses) obtainable from the “marginal’ 
machine of any type used by a firm must just equal its cost.* If now the 
interest rate falls, the present value (V) of the revenue stream obtain- 
able from each type of machine will rise, thus raising the present value 
of the profit (V-C, where C stands for the cost of the machine) on each 
type of machine. This will induce the entrepreneur to increase the 
number of machines. Conversely, if the interest rate rises, he will fail to 
make replacements. 

By how much the present value of the profit will rise as a result of 
the fall in the interest rate depends on two factors: (a) the length of the 
revenue stream (or, alternatively, the lifetime of the machine), sinc 
the more distant the revenues are, the more is their present value 
affected by a change in the interest rate; and (b) the breadth of the 
revenue stream. The present value of a broad revenue stream over 3 
given period of time will obviously rise more in absolute terms as 
a result of a fall in the interest rate then the present value of a narrow 
revenue stream. Thus the broader and longer the revenue stream 
imputable to a machine, the greater will be the incentive to expand 
in a horizontal direction if the interest rate falls,° and, conversely, il 
the interest rate rises. 

It should, however, be noticed that the breadth of the revenue 


stream will be irrelevant if the rate of profit over cost (>) is maui 


*This presupposes that the revenue imputable to a machine can always be separiité 
out of the total revenue stream which is not always the case. 

°If we start from a static equilibrium situation, a horizontal expansion of all the fim 
is of course impossible. Those firms for which V-C rises most will expand at the expense 
of those for which V-C rises least. This result will be brought about by a rise n & 
prices of the productive factors in a way which need not be analyzed here. 
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= mized, instead of the present value of total profits (V-C).*° Consider 
the case of two machines A and B which have the same lifetime but 
where the annual revenue from A is greater than that from B. Suppose 
that. at a given interest rate, the present value of the revenue stream 
of each of the two machines equals the cost of that machine; in order 
for this to be so machine A must obviously be correspondingly more 
expensive than machine B. If the revenue streams are now capitalized 


Nduces 
is sub. 
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entre- 
V 
re with a lower interest rate than before, the rate of profit over cost (- ) 

ully 
e tech. will rise in the same proportion for both machines.** Thus if we assume 
will be 

that entrepreneurs attempt to maximize Cc instead of V-C, the 

(gt0s J incentive to expand will be no greater for one who uses the higher- 
Binal priced machine than for one who uses the lower-priced machine. It 
“ we can be argued*® on purely theoretical grounds that the entrepreneur 
)btain- 


should aim at maximizing V-C, but it is doubtful whether in practice 
he does so. The formulas actually in use for calculating the expected 
profitability of machines are usually based on the assumption that 
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The next step in our argument is to drop the assumption of “other 
things being equal.” In a dynamic world a large part of industrial 
equipment is subject to obsolescence. Entrepreneurs customarily allow 
for the possibility of obsolescence by basing their calculations of 
profitability on a much lower figure for the expected lifetime of the 
machine than would correspond to a lifetime calculated on a wear- 
and-tear basis only. Or, to adopt the phraseology commonly used in 
business, they calculate that the machine, in order to be installed, 
must promise to “pay for itself” within a relatively short period, which, 
in many cases, turns out to be shorter than the actual lifetime. Ac- 
cording to L. P. Alford, replies to a questionnaire sent out to business 
men in the late twenties showed that 97.4 per cent of all those ques- 
tioned considered it necessary that the initial investment in machines 
should be returned in five years or less; 61.4 per cent set a limit of 

“I have discussed differences arising from the application of these two criteria in an 
article entitled “The Criterion of Maximum Profits in the Theory of Investment,” Quart. 
Jour. Econ., Vol. LX, No. 1 (Nov., 1945). 

“At least this is the case if we assume that the time shape of the revenue stream is 
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re firms the same for the two machines. The statement in the text does not apply to the case 
expenst of machines which give rise to revenue streams of different lengths. If, at a given interest 
in the rate, the V’s obtainable from two machines with different lifetimes equal the respective 


Cs, a fall in the interest rate will raise the V for the machine with the longer lifetime 
relatively more than the V for the machine with the shorter lifetime. 


“As I have done in the article cited above. 


q 
| 


818 THE AMERICAN ECONOMIC REVIEW [ DECEMEE 


three years or less."* This seems to be the common practice for maching 
which are subject to obsolescence. Translated into our terms this meap; 
that, for such machines, only if the capitalized revenue for five ¢, 
three years exceeds or equals the price of the machine will it be intr. 
duced. A fall in the interest rate by one or two per cent will raise th 
present value of a revenue stream spread over three or even five yeay 
by very little, and its effect is therefore likely to be counterbalanced by 
other forces influencing the entrepreneur’s investment decision. — 

One of these forces is the change in expectations about the futuy 
revenue imputable to the machine. The entrepreneur may anticipat 
that the physical output or the selling price is going to rise or fall 
The greater the expected output stream per year and the higher th 
expected price, the greater will be the present value of the reveny 
stream which is to be compared with the cost of the machine. Th 
effect of changes in anticipations about the breadth of the outpy 
stream and the price of the output are likely, in the case of short-lived 
machines, to be much more potent forces than changes in the interes 
rate. For instance, if the revenue imputable to a machine is expected 
to be $800 a year for five years, the present value of this revenv 
at 3 per cent will be $3,663. Suppose that this present value (at 3 pe 
cent) is just equal to the cost of the machine. A rise in the interes 
rate to 5 per cent would cause thé present value of the revenue to fil 
below the cost of the machine by $200. If, however, the entrepreneur 
anticipated an increase of 3 per cent a year in the revenue stream, 
starting in the second year, the effect of this on the present value oi 
the revenue stream would be sufficient to counterbalance the efiet 
of the rise in the interest rate.** 

The case is different for capital goods of long durability, such a 
railway equipment, blast furnaces, ships, etc. First, as was pointed 
out before, the longer (and broader) the revenue stream imputable 
to capital goods, the greater is the effect of a change in the interes 
rate on the present value of that revenue stream. Secondly, wherea 
in the case of short-lived machines an entrepreneur may, in a period 0! 
cyclical upswing, anticipate that the output or the prices will be cor 
tinually rising during the machine’s lifetime, in the case of a capitd 
good which is expected to last through a whole business cycle « 
longer, he is not likely to base his calculation on increasing output 0 
increasing prices over the whole lifetime of the capital good (unless 

“1. P. Alford, Technical Changes in Manufacturing Industries, Recent Econom 


Changes, I. (New York, 1929), p. 139. See also the newer material in L. P. Alford (editor 
Cost and Production Handbook (New York, Ronald Press, 1942), p. 774. 


“The present value of a revenue stream which starts at $800 and increases by Wt 
per cent annually from the second year on is, at five per cent, $3,668. 
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he expects a rising price or output trend). Though he may anticipate 
rising revenues in the more immediate future, he must allow for the 
possibility that at some later date during the lifetime of the equipment 
the reverse movement will set in. The same applies mutatis mutandis 


to the case of an initial fall in revenues in a period of cyclical down- 


swing. Expectations of changes in prices and output are, therefore, 
much less likely, in the case of long-lived equipment, to counterbalance 
the influence of a change in the interest rate on profit calculations. 

The expectation of changes in the future revenue stream from a 
machine due to price and output changes is not the only force capable 
of counteracting the influence of the interest rate. In most branches of 
manufacturing there is a constant stream of technical inventions.® 
Their effect is to widen the gaps between the costs of the capital goods 
and the capitalized revenue imputable to them, or to create such gaps 
where none existed before. It seems improbable that a rise in the 
interest rate within the usual limits will act as an effective check on 
an expansion of investment induced by technical inventions.** The rate 
of technical progress, and therefore the importance of inventions, is 
probably smaller for public utilities than for most manufacturing 
industries. 


B. The Substitution of Capital for Labor 


According to static economic theory a fall in the interest rate, by 
cheapening capital in relation to labor, will induce entrepreneurs to 
substitute more capitalistic methods for less capitalistic methods. This 
proposition presupposes that the entrepreneur has a choice between 
a large number of methods each of which differs from the ‘“‘next” less 
capitalistic one by the use of slightly more capital and slightly less labor, 
ie., that there is a continuous series of alternative methods. This 
assumption is not realistic. We come nearer to the truth if we assume 
there are wide gaps in the series, so that the entrepreneur has a choice 
only between a few methods of production. In this case, the conclusion 
that a fall in the interest rate will lead to the introduction of a more 
capitalistic method is not necessarily warranted. 


*It is for this reason, of course, that entrepreneurs expect a large part of their machines 
to become obsolete in a relatively short time. 

“It is not possible to deal fully with this aspect of the problem here. A brief reference 
may, however, be made to the conditions under which it pays to replace an old machine 
by a new one, If the profitability of the new machine is estimated by the capitalization 
procedure, the conditions may be formulated as follows: It pays to discard the old 
machine as soon as the difference between its revenue and operating expenses falls- short 
of the interest on its own scrap value plus the interest on the present value of the profits 

V-C) on the new machine. (See G. Preinreich, “The Economic Life of Industrial Equip- 
ment,” Econometrica, Vol. 8, No. 1 [Jan., 1940], pp. 15 f. 


820 THE AMERICAN ECONOMIC REVIEW [DECEMEE, 


Consider two machines A and B. The operation of each produces 
the same output stream per unit of time over the same period until the 
machine is worn out. Machine B is more expensive (requires a greater 
initial investment), but the operating expenses connected with it are 
smaller than those connected with machine A (i.e., the wage bill 
is smaller per unit of time). The revenue per unit of time which js 
imputable to machine A is, therefore, smaller than that imputable to B. 

Suppose that the application of the capitalization formula shows 
that at the higher of two interest rates the cheaper machine is the more 
profitable. What are the conditions which must be fulfilled if, at a 
lower rate, the more expensive machine is to be the more profitable? 
If the interest rate falls, the present value (V) of the revenue imputable 
to both machines will rise, that of machine B more so than that of 
machine A. The present value of the profit on machine B (if there was 
one at the higher interest rate) will therefore rise more than that on 
machine A, since the cost (C) of each machine is the same as it was 
before. But in order for the present value of the profit on machine B 
to exceed that on machine A at the new (lower) rate of interest, the 
former must rise by more than the difference which existed between 
the present values of their profits at the old higher rate of interest 
plus the increase in the present value of the profit on machine A which 
results from the fall in the rate. Since the present value of the profit 
is found by deducting the cost of the machine from the capitalized 
revenue, the outcome must obviously depend on the relative costs o/ 
the machines. We can indicate the range within which the cost of ma- 
chine B must lie, given the cost of machine A, in order for a fall in the 
interest rate to render machine B more profitable than machine A by 
the formula: 


Venu — (Van — Ca) < Ca < Var — (Var — Ca) 


where Vasu and Vaz are the present values of the revenue obtainable 
from machine B at the higher and lower interest rates respectively, 
Van» and Vaz the present values of the revenue obtainable from 
machine A at the higher and lower interest rates respectively, and 
Ca. and Ce are the costs of machines A and B. If Cz is below 
Veu — (Van — Ca), machine B will be more profitable than machine 
A both at the lower and at the higher interest rate. If Cs is withia 
the range indicated by the formula, machine B will be more proiit: 
able than machine A, if the lower of the two interest rates prt 
vails, and less profitable if the higher rate prevails. If Cz is above 
Ve.— (Va.—Ca), machine A will be more profitable than B a 
both interest rates. Thus only if the price of the higher priced mé- 
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chine happens to fall within a certain range can the lower interest 
rate induce investment in it. 
The following table gives an arithmetical example: 


Revenue im- 
Dura- putable to Present value Present value 


Costs bility : of revenue of profits 
the machine 
(years) rae at 5% at 3% at 5% at 3% 
Machine A $3,000 5 $ 800 $3,463 $3,663 $463 $663 
Machine B $3,900 5 $1,000 $4,329 $4,580 $429 $680 


If machine B costs $3,900, it is more profitable than machine A at 
three per cent and less profitable at five per cent. At any price below 
$3,866 ($4,329 minus $463), B is more profitable than A at both 
interest rates. At a price for B above $3,917 ($4,580 minus $663), 
B is less profitable than A at both interest rates. 

The greater the durability and the greater the revenue per unit 
period of machine B, the more likely is it that a fall in the interest 
rate will cause it to be substituted for machine A; for the longer and 
broader the revenue stream attributable to B, the greater will be 
Ve.— (Va.—Ca). A fall in the interest rate is, therefore, most 
likely to affect those industries with equipment of long durability 
and a high ratio of machine costs to operating expenses. Public utili- 
ties and railways are thus more likely to react to a fall in the interest 
rate by shifting to more expensive equipment than is manufacturing 
industry. The electrification of a railway system, for instance, may 
be rendered profitable by a reduction in the interest costs. 


C. Methods Used in Practice for Estimating the Profitability of In- 
vestments 


Although the capitalization formula, on which the preceding analy- 
sis has been based, is frequently used in practice (particularly for 
estimating the profitability of equipment of long durability), it is 
less widely used than what may be called the “unit cost formula.’”*’ 
Of the latter there are two main variants. 

In both variants the average annual gross revenue (the yearly 
average of the undiscounted future revenues) is estimated. The annual 
costs are estimated similarly. In variant I of the formula the annual 
costs include (in addition to the costs of labor and material, upkeep, 
maintenance, depreciation, taxes, etc.) interest on half the original 

“Information on the methods of calculating the expected profitability of machines is 
contained in L. P. Alford (editor), Cost and Production Handbook (New York, Ronald 


Press, 1942); W. Rautenstrauch, The Economics of Business Enterprise (New York, Wiley, 
1939); E. L. Grant, Principles of Engineering Economy (New York, Ronald Press, 1930). 
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investment in the machine, the assumption being that on the average 
the equipment is half worn out, 7.e., that its average unexpired (o, 
book) value is half its original cost. The annual costs are then com. 
pared with the annual revenue; if the latter exceeds the former the 
investment in the machine is considered to earn more than the interes 
rate. In variant II, interest is excluded from the estimated costs. The 
difference between annual revenue and annual cost is then expressed 
as a rate of profit on the original investment, and this rate can be 
compared with the interest rate. The two variants of the unit cos 
formula are less accurate than the capitalization formula; in ql 
three formulas, however, interest enters as an element in the calculation, 

The “interest” factor which is used in all these formulas is in practice 
usually not identical with, but higher than, the long-term interes 
rate in the market, the difference being an allowance for the risk 
involved in the investment. This would be immaterial in the present 
context provided the interest factor used followed the movement oj 
the interest rate in the market. Many companies, however, base their 
calculations on some “normal” rate of return which is considered 
appropriate to their industry, a rate which is independent of the 
movement of the long-term market rate. In this case fluctuations in 
the latter do not affect their investments at all. This is probably 
the explanation behind the statement made by Henderson in the article 
referred to that “frequently in response to our questions, the methods 
of calculation actually employed in weighing projects of capital 
expenditures were precisely explained; and they were such as to 
disregard altogether variations in interest rates.” 

It is unfortunately impossible to judge how widespread is the custom 
of calculating with a standard rate of “interest”’ which is independent of 
the level of the market rate. It seems reasonable to suppose that the 
practice is likely to be particularly widespread among companies 
which, because their interest payments are of negligible magnitude, 
are not sensitive to changes in the interest rate. The importance oi 
interest payments in a company’s finances will depend on (1) the use 
which is made of long-term debts as a method of financing, and (2) 
the ratio of machine costs to operating expenses.’* A study of the 
income statements of a representative sample’® of 84 large manufactur 
ing corporations owning 45 per cent of the total assets of all larg? 
manufacturing corporations, reveals for 1938 that for the company 

* We are throughout using the term “operating expenses” in the narrower sense defined 
in footnote 6 on page 815. 

Collected under the Financial Research Program of the National Bureau of Economic 


Research. The sample is described in detail in A. R. Koch: The Financing of Large Corpori- 
tions, 1920-39 (New York, 1943), Appendix A. 
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with the highest ratio of annual long-term interest charges to total 
annual costs (operating expenses, depreciation, maintenance, selling 
and administrative expenses, interest charges, etc., but excluding 
taxes), the ratio was 3.5 per cent. For the majority of the companies 
the ratio was below one per cent; 37 companies had no debts at all. 

The ratio is higher for public utilities and railroads. These have 
relatively low operating expenses and often finance a large part of 
their assets with bonds. Many of them, therefore, have substantial 
interest charges. An indication of the importance of these charges 
for public utilities may be obtained from Table I. 


TasLe I—E ectric Pustic Utirties, 1938" 


Long-Term Interest Charges 
as Percent of Total Costs Number of Utilities 


* Source: Statistics of Electric Utilities in the United States, 1938 (Report of the Federal 
Power Commission). 

The statistics relate to privately-owned electric utilities with annual electric revenues of 
$250,000 or more. Their number in 1938 was 393. Of this number those were selected which 
had non-operating income or loss (including income or loss from utility plants leased to others) 
of less than two per cent of operating income. Total costs include interest charges and what the 
report calls “operating revenue deductions” (operating expenses, depreciation, amortization, 
taxes and some other minor items). Since the corporate income tax which is included in taxes 
cannot be considered as a cost item, total costs are too high, i.e., the percentages of interest 
cost to total cost in the table are somewhat too low. 


it is permissible then to assume that public utilities pay close at- 
tention to the long-term interest rate and that the level of the latter 
does influence their ex ante cost calculations. If this is so, we have 
here an area of economic activity in which changes in the interest 
rate are likely to be important. 

Even here, however, the reaction to a change in the interest rate may 
not be immediate. Although the interest rate has already fallen, 
public utilities may still postpone investment, anticipating a further 
fall in the interest rate, and will only expand when, in the opinion 
of those responsible for investment decisions, the interest rate has 
reached its lowest point. Conversely, rising interest rates may not 


| 0 84 
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check an expansion until the rate has reached a level which is ¢op. 
sidered abnormally high and therefore uot likely to last. 


III. Durable Consumers’ Goods 


A. Horizontal Expansion 


The factors which affect investment in new durable consumer: 
goods (best represented by houses) are fundamentally the same a; 
those affecting investment in durable producers’ equipment. Investmen 
in houses will be profitable if the capitalized future revenue (i.c., rent 
minus repair costs, etc.) imputable to it exceeds the costs of construe. 
tion. As houses have a relatively long lifetime, even after allowance 
is made for obsolescence, a change in the interest rate will exert ; 
considerable influence on the present value of the revenue stream 
and the level of the interest rate must therefore be regarded as an 
important factor affecting the volume of residential construction. 

The relative importance of various factors influencing investment 
in houses may be illustrated by an example. If the annual rent (after 
deducting repair costs) expected for an apartment house is $5,000, 
and the entrepreneur who contemplates building that house considers 
it necessary that the investment should be returned in ten years, then, 
with an interest rate of 7 per cent, he will calculate with a present 
value of the rent stream of $35,100. If, however, being now less u- 
certain about the future, he considers it sufficient to have his capital 
returned in fifteen years, his calculation will be based on a present 
value of the rent stream (of $5,000 a year) of $45,608.” 

The same increase in the present value of the profit as is brought 
about by this extension of the “time horizon” from ten to fifteen 
years will equally well be brought about by a rise in the annual rent 
from $5,000 to $6,495 (over the ten-year period), or by a fall of 
$10,508 in the building costs, or by a fall in the interest rate from 
7 per cent to 6.1 per cent. 

Even if the comparison of the present value of the revenue stream 
with the construction costs of a house indicates to a potential buyer! 
that the purchase is profitable, the purchase may, of course, stil 
not materialize because the buyer cannot raise the necessary funds 
The volume of investment in houses depends, then, not only on the 
estimated length and breadth of the revenue stream, the building 
costs and the interest rate, but also on the terms on which funds art 


* This calculation gives us an indication of the importance of the uncertainty factor 
If a decrease in the uncertainty about the future causes the estimate of the econo™ 
lifetime of the house to be raised, that house may shift from the class of unproftebt 
investments to that of profitable investments, even though neither the interest rate, 0 
the building costs, nor the rent has changed. 
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obtainable for financing the purchase of houses, or, more particularly, 
on the size of the down payment and the length of the amortization 
period (on which depends in part the size of the annual payment) 
for mortgages.** The smaller are both the down payment and the 
annual payment, the larger will be the number of people who can 
afford to buy houses. With a given amortization period for the mortgage, 
a fall in the interest rate will reflect itself in a reduction in the annual 
payment which the buyer has to make.” 

Although the level of the interest rate is a factor of great importance 
for residential construction, we cannot conclude that a fall in the rate 
will always stimulate and a rise always check investments in this area. 
When incomes are declining and their future level is uncertain, a 
reduction in the annual payment due to a fall in the interest rate, 
may fail to stimulate the demand for houses. In times of increasing 
economic activity, a rise in the interest rate will be the less effective 
in checking building activity the more convinced people are that the 
boom is going to last. In the earlier stages of the recovery from a 
depression a rise in the interest rate is unlikely to check investment 
in houses. 


B. Durability 


According to static theory a fall in the interest rate will not only 
stimulate investment in new houses, but will also induce entrepreneurs 
to build houses of longer durability requiring larger investments. 

The argument advanced by economists to show that houses will be 
made more durable if the interest rate falls is based on the assumption 
that, as a house is made more durable, the costs required to add one 
year to its lifetime decrease, at least over a certain range. The entre- 
preneur’s profits will then be a maximum when the present value of 
the rent for the last year added to the lifetime of the house equals the 
costs of adding this last year. A fall in the interest rate, by raising 
the present value of the last year’s rent above its cost, will make it 
profitable to extend the lifetime of the house. 

In practice this mechanism tends to be overshadowed by other 
factors. Changes in fashion with respect to houses, the rapid techno- 

“There is, of course, no fundamental difference in this respect between residential 
construction and other areas of economic activity. In manufacturing industry many in- 
vestments which entrepreneurs consider profitable cannot be made because the entrepreneurs 


re unable to meet the credit conditions which the lenders impose upon them. (See next 
ection.) 

C. A. Long (Building Cycles and the Theory of Investment [Princeton, 1940], p. 28) 
quotes the example of a $6,000 house with an insured mortgage of 90 per cent of the 
purchase price, to be amortized over twenty-five years. The total annual charge for 
amortization, interest and taxes and insurance, amounts at 5 per cent to $580, at 3 per cent 
to $467 and at one per cent to $402. 
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logical development in the internal equipment, and shifts in population 
have induced entrepreneurs in the last decades to build houses oj 
increasingly short durability, irrespective of the level of the interey 
rate. In terms of the argument given previously, these factors haye 
made the distant returns on a house more uncertain. The tendency 
of the entrepreneur to base his calculations on shorter and shorter 
periods of revenue from the house counteracts the influence which , 
fall in the interest rate would otherwise have on its durability. 


IV. The Area of Influence of the Interest Rate and the Behavior o| 
Financial Institutions 


The figures in Table II show the relative importance of gross 
capital formation in various branches of economic activity. 

Residential construction (including repairs, etc.)** plus new con- 
struction in public utilities amounted to 25.5 per cent of total capital 
formation in the boom year of 1929, to 31.4 per cent in the depression 
year of 1931, and to 23.3 per cent in the depression year of 1933, 
Parts of the other items listed in the table must be added to these 
two classes of investments as being sensitive to changes in the long 
term interest rate. On the other hand, since many public utilities do 
not make use of long-term debts, and since the figures for residential 
construction include repairs, a part of the volume of investment in 
these two lines of activity probably has to be excluded from the 
sensitive category. The guess may therefore be ventured that roughly 
one-quarter of the gross capital formation is at best directly affected by 
changes in the long-term interest rate. The proportion becomes still 
lower when expenditures on maintenance and repairs are included in the 
total of gross capital formation. 

If we investigate these areas of economic activity empirically, we 
find, for instance, that in 1921-22, when the long-term interest rate 
fell sharply, residential house building, and also (in 1922) new in- 
vestment in public utilities,** increased while investment in manv- 
facturing industry declined. Conversely, we find that the rise in the 
long-term rate in 1929 was accompanied by a sharp fall in residential 
house building (though not in the construction of public utilities) 
before investment fell off in other areas (including public utilities). 
It is not, of course, possible to go beyond this statement of facts 
and to conclude that the change in the interest rate was the caw 


= The way in which the statistics are set up does not allow us to exclude repairs and 
maintenance from this item as they are excluded from the other items. The percentage 
shown, therefore, slightly overestimate the proportion of residential and public utilis 
construction to the total capital formation (excluding repairs and maintenance). 


**In 1922 the interest rate on public utility bonds fell by more than one per cent. 
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of the increase or decrease in investments in houses and public utilities 
There are, moreover, many instances where the movement of the 
long-term interest rate is positively correlated with the movement oj 
the volume of investment in these two areas. 

So far as the total volume of capital expenditures is concerned, it js 
generally true that an increase in these expenditures is accompanied 
by rising, and a decrease by falling interest rates. This correlatigy 
supports our general thesis that in a dynamic world changes in the 
level of the interest rate are not usually sufficient to check or stimulate 
aggregate investment. However, the fact that the turning point from 
boom to depression is preceded by a high level of interest rates, and 
the turning point from depression to recovery by a low level, seems 
to indicate that situations exist in which the interest rate does exert 
an influence on the total volume of investment. Though we are again 
of course not justified in drawing the conclusion post hoc propter hoc. 
it can be plausibly argued that the high (low) level of the interest 
rate is at least a contributory factor in inducing the recession (revival), 
This is so for three reasons: 

First, there is the possibility that the high level of interest rates 
succeeds in bringing about a decline of investment in houses and 
public utilities, and that this decline then spreads to other parts oj 
the economic system via the decrease in the demand for construction 
materials. In order to have this effect, however, the decline will have 
to be of such magnitude that it more than counterbalances any rise 
that is still taking place in investment expenditures in those industries 
where investments are insensitive to the rise in the interest rate. The 
figures given above seem to indicate that it is unlikely to be of such 
a magnitude. 

Secondly, interest rates, if they are unusually high, may affect 
investment by influencing the profit expectations of entrepreneurs. 
It has often been suggested that the level of the official discount rate 
serves the entrepreneur as a barometer of the general business situation. 
If this is so, a discount rate which he considers to be abnormally high 
will lead him to expect a fall in the revenue stream from new ma 
chines in the near future, and this may well make their installation 
appear unprofitable. To what extent entrepreneurs have in the past 
actually regarded the discount rate as a barometer of future busines 
conditions is impossible to ascertain. 

Thirdly, a level of interest rates which is considered abnormally 
high (or low) may affect investment indirectly by influencing the 
behavior of financial institutions. A change in interest rates maj 
make itself felt less by affecting profit calculations, and throug 
them the demand for funds than by affecting the behavior of financial 
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institutions which lend the funds or act as intermediaries between the 
borrowers and the ultimate lenders. This aspect of our problem 
raises questions of wide scope which cannot be dealt with in extenso 
in this article. A few remarks must suffice. 

As far as commercial banks are concerned a substantial drop in 
the official discount rate (accompanied by an increase in the liquidity 
of the banks and a fall in the rates which they charge customers) 
may induce them to “comb the market” more thoroughly than before. 
They may be willing now to consider projects which they would have 
refused previously. Thus they may be more ready than before to lend 
to entrepreneurs who wish temporarily to finance the installation of 
new equipment by short-term credits with the intention of funding the 
credits later through security issues, or of repaying them out of working 
profits. They may lower their requirements with respect to the 
“current ratio” which is so frequently used as an index of the credit- 
worthiness of customers, and resort to other devices for creating an 
outlet for their funds. This means that entrepreneurs will now be able 
to undertake investments that were previously held up only by the 
difficulty of obtaining funds. 

The reverse applies even more forcefully when the discount rate has 
reached a level which is considered abnormally high. Such high rates 
are usually accompanied by “moral suasion” on the part of the central 
banks which makes the commercial banks more reluctant to borrow 
from them. As a consequence, the commercial banks will not only 
tighten the conditions under which they themselves grant credit to 
business, but they will also often resort to credit rationing. 

If an investment house thinks that the long-term interest rate is 
unusually high, it may hesitate to sponsor corporate bond issues for 
fear that the corporations may default on the interest payments in 
some future depression and thus reflect on the reputation of the in- 
vestment house.*® The issue of stocks may be subject to similar con- 
siderations. An investor in a stock expects to earn on it a return which 
is, on the average, at least as high as the return obtainable on bonds. 
If the investment house takes a more conservative view than the 
management of the corporation concerning the prospect that a return 
as high as this will be realized, it may decline to undertake a stock issue. 
When the long-term interest rate is high, therefore, corporations may 
find it difficult to float new issues even before any downward move- 
ment of stock prices has set in. Moreover, operators in the stock mar- 
ket are much more likely to look upon the discount rate as a barometer 
than are entrepreneurs. A rise in the rate may lead to more pessimistic 


“A detailed study of the rules of behavior followed by well-managed investment houses 
is badly needed. 
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anticipations about future dividends and check the rise in stock prices” 
or even lead to their fall. (As a matter of historical record the declin. 
in stock prices tends to precede the decline in business activity.) |, 
periods when stock prices are declining or are expected to decline jy 
the immediate future, investment houses will generally refrain fron 
floating new issues. It is thus conceivable that the capital market may 
“dry up” simply as the result of a rise in the discount rate to a ley 
which induces the market to take a pessimistic view of the future. 


V. Summary 


The preceding discussion leads to these conclusions: 

1. That in a dynamic world a change in the (short-term) interes 
rate will not affect the calculations of a trader (or a manufacturer) jp 
such a way as to induce him to reduce or increase his inventory 
holdings; 

2. That a change in the (long-term) interest rate is not likely 
influence investment decisions in manufacturing industry; 

3. That, under certain circumstances, a change in the (long-term 
interest rate may affect investment decisions in the area of public utili. 
ties (including railroads) and residential construction; and 

4. That, under certain conditions, the level of the interest rate 
affects the readiness of financial institutions to grant credit or to float 
bonds and stocks, so that the interest rate may influence the volume of 
investment even without changing the profit calculations of entrepre- 
neurs. 

Interest rates have remained approximately stable for more than: 
decade. It seems that the Treasury is intent on keeping them at their 
present level indefinitely. Whether such a policy is possible in the long 
run cannot be decided here. If it is, this article may be no more tha 
a necrologue. 


* The stock market boom in the late twenties proves, however, that this is not alway 
the case. 
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IS A RISE IN INTEREST RATES DESIRABLE 
OR INEVITABLE? 


By LAwRENCE H. SELTZER* 


A view that is vigorously voiced by some respectable students of 
monetary and fiscal policy,’ and one that is fearfully shared by many 
less articulate but responsible bankers, economists, and business men 
may be outlined roughly as follows: 

(1) The extremely low level of interest rates that has prevailed 

in the United States during the war has forced the banking 
system to absorb huge quantities of government securities 
because the latter could not be sold to bonafide investors at 
the prevailing low rates. The result has been a vast increase 
in the amount of currency and bank deposits outstanding, and 
the consequent creation of a grave menace of inflation. 
The level of interest rates has been artificially depressed 
and maintained by Federal Reserve policy and is bound to 
rise substantially before long. Federal Reserve policy will 
have to be reversed and interest rates raised sharply if we 
are to prevent the development of drastic inflation; and inter- 
est rates will soar anyhow if inflation comes. In short, sub- 
stantially higher interest rates are inevitable, whether these 
are brought about by inflation itself or by the government’s 
attempts to avoid it. 

3) An immediate tightening of the money market and increase 
in interest rates, accompanied by the funding of most of the 
federal debt into long-term obligations, would constitute an 
effective attack against the inflationary danger. At higher 
interest rates the public could be expected to save more and 
to use much of its idle currency and bank deposits to buy 
back governments from the banks. Excess currency and bank 
deposits would thereby be extinguished. 

Because some such structure of thought exists in the minds of many 


*The author is professor of economics at Wayne University. 

"See Benjamin M. Anderson, “Inflation Control and Treasury’s Borrowing Policy,” 
The Commercial and Financial Chronicle, October 18, 1945 (Vol. 162, No. 4430); and 
“The Road Back to Full Employment,” in Financing American Prosperity (a symposium 
edited by P. T. Homan and F. Machlup [New York, Twentieth Century Fund, 1945]), 
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economists and business men—although some of them only fear tha 
it may be correct—it should be useful to subject these views to critic 
analysis. This is done in the following pages. At the outset, however 
I think it well to summarize my net position: I agree that the presen: 
situation holds inflationary possibilities. I disagree with the foregoing 
diagnosis of the underlying cause. I doubt the effectiveness of the pro. 
posed remedy. I disagree with the view that a substantial rise j, 
interest rates is inevitable. 


1. Character of the Existing Danger of Inflation 


The existing inflationary danger is due to the combination of a yas 
increase in the quantity of liquid assets possessed by the public and 
great shortages of desired goods. The liquid assets are of three kinds: 
currency, bank deposits, and government securities. The gross de. 
posits of Federal Reserve member banks on June 30, 1945 were 3, 
times those of mid-1929, and about 2.3 times those of mid-1940. The 
amount of money in circulation was six times that of 1929 and 34 
that of 1940. And in addition, between June 30, 1940, and June 30, 
1945, individuals, business firms, and state and local governments had 
added approximately 80 billion dollars of highly marketable or redeen- 
able federal securities to their holdings. The total of currency, bank 
deposits, and government securities held by the general public at the 
middle of 1945 (excluding the holdings of the federal government, 
banks, and insurance companies) was more than three times the amount 
held five years earlier. 

Great shortages now exist not only in consumers’ goods but also in 
business inventories, housing, and business equipment. The combin:- 
tion of such shortages and the public’s possession of enormous liquid 
assets is favorable to price rises because it may induce the public to 
increase its spending faster than civilian goods become available. li 
the public decides to go on a buying spree, it has the means to do 0 

The increase in liquid assets does not make a marked inflation 
inevitable, however. There is no mechanical relationship between the 
amount of currency, bank deposits, and other liquid assets owned by 
the public and the price level or price movements. Idle currency and 
idle bank deposits do not bid up prices. Someone has to spend to do 
this. The amount of cash and other liquid assets possessed by the 
public constitutes only one of the factors that influence the rate of the 
public’s spending. The state of its confidence or expectations about the 
future, and the value it places upon the convenience and security 0! 4 
high level of liquid assets, are just as important. 

The increase in private spending may be moderated by the cot 
tinuance of rationing and other direct controls, and by caution induced 
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by cancellations of government orders, reconversion unemployment, 
etc. Further, the rate at which the desired supplies of civilian goods 
become available will be important in determining whether and how 
much prices move up. The increase in private spending may conceiv- 
ably be fully offset by the combination of a sharp decline in govern- 
ment outlays and a rapid expansion in the output of civilian goods and 


services. 
2. Only Heavier Taxation Could Have Prevented the Great Growth 
in the Public’s Liquid Assets 


The only kind of fiscal policy that could have prevented a great 
crowth in the public’s liquid assets during the war would have been 
taxation drastic enough to balance the wartime budgets. When current 
income is taken from the people in taxes, the transaction is complete. 
A tax receipt does not add to a man’s liquid assets. But any kind of 
government borrowing, whether it be long- or short-term, from indi- 
viduals or from banks, and at low or at high interest rates, increases 
private wealth and private ability subsequently to increase spending. 

The primary function of a tight money market and high interest 
rates is to discourage and curtail borrowing. But the only really large 
borrower during the war has been the United States Government, and 
no practicable rise in the level of interest rates would have reduced its 
wartime borrowing and spending. Regardless of interest rates, the 
amount of military expenditures was limited only by the country’s 
ability to produce; and there is no reason to believe that Congress 
would have imposed heavier taxes if the long-term rate of interest 
had been 3% instead of 2% per cent or one-year money had com- 
manded 2% instead of 7 per cent. There was no need to tighten the 
money market for the purpose of restricting credit extension to busi- 
ness because priorities, rationing, and inventory controls removed the 
incentives for unnecessary borrowing by business. 

A higher rate of interest would not have slowed down the growth of 
the public debt nor the growth in the public’s liquid assets. 


3. The Increase in Currency and Bank Deposits Largely Reflects the 
Public’s Desire to Hold Its Savings in Cash 


Many persons make the mistake of assuming that the sale of govern- 
ment securities to the banking system and the consequent increase in 
currency and deposits measure the extent to which savings have been 
deficient. They ignore the conspicuous fact that numerous savers pre- 
ler to accumulate sizable amounts of their savings in the form of 
currency and bank deposits. Savings were greatly stimulated during 
the war by the rise in incomes and by the limitations upon the supplies 
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of desired goods. But much of the saving was done by persons unuseq 
to the purchase of securities. These people naturally put only a portion 
of their surpluses into Treasury Bonds, and kept the remainder jy 
cash. Others, remembering what happened to the prices of Liberty 
Bonds after the last war, were afraid of price losses in the case oj 
marketable securities, and of the possibility, often baselessly rumored 
that the government might refuse to redeem the Savings Bonds op 
demand. Many other people expected the war to end at any time anj 
wanted to keep their funds instantly available. Besides these factors. 
the great growth in output, payrolls, and taxes during the war increased 
the ordinary needs for currency and bank deposits for use in day-to. 
day transactions and as pocket and till-money reserves. 

The sale of securities to the banking system constitutes our principal 
means of creating currency and deposits to supply all such increased 
demands. In addition to the bank purchases needed to enlarge the 
supply of money for transactions purposes, the banks, in effect, bought 
large amounts of government securities in lieu of the savers who pre. 
ferred to hold cash. The current savings of the public are not neces- 
sarily one bit less when they take the form of bank balances and cur. 
rency rather than government securities. 


4. The Possession of Large Amounts of Government Securities by 
Weak or Unwilling Holders Can Encourage Increased Spending Just 
as Much as Cash 


It is true that the ordinary investor finds government securities less 
liquid than currency and bank deposits and is more likely to hang on 
to them than to keep idle cash. But the difference between a man’s 
holdings of cash and governments is only one of degree. This is par- 
ticularly true when governments are sold in very large amounts to all 
classes of the public, including investors whose surpluses are only tenm- 
porary and who do not ordinarily invest in securities. The governments 
are then widely regarded as potential cash. After the last World War 
a considerable part of the Liberty Bonds previously purchased by cor- 
porations and individuals was quickly sold and the proceeds spent. 
Even many experienced and customary investors feel that they make 4 
less permanent commitment when they buy governments than whet 
they buy corporation bonds and stocks. In fact, nearly all investors are 
likely to feel and act as though their liquid assets are expanded when 
they first add to their holdings of government securities. The result 
is that even when a recent purchaser of them does not actually sell his 
governments, he feels that his holdings of them reduce his needs fo! 
cash reserves and place him in a position to spend his current income 
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and his cash balance more freely. This increased feeling of liquidity 
exists wherever the new holdings are not regarded as permanent. 

If the Treasury had pursued a high interest rate policy from the 
outset of the war, most of the existing inflationary danger would 
nevertheless exist. Higher interest rates might have induced the public 
to put more of its savings into Treasury obligations and less into cur- 
rency and bank deposits. The extent to which this would have been 
brought about by a 3% per cent instead of a 2.5-2.9 per cent long-term 
rate is debatable. But in any event, the increase in what most of the 
public regards as its liquid assets would have been no less. Larger 
amounts of bonds would be held by wage earners, salaried employees, 
and business corporations as only temporary holdings to be turned 
into cash and used for goods as soon as the latter became available. 

An interest rate that was high enough to cause the public to prefer 
more Treasury Bonds to bank deposits when goods were unobtainable 
would not necessarily be high enough to cause the public to keep the 
bonds after these goods became available. Our experience during the 
last World War provides a good case in point. The Treasury then 
paid 414 per cent for long-term money as compared with high-grade 
corporate bond yields averaging between 3.3 and 4 per cent in 1900-13, 
and 4.05 per cent in 1916-17. Giant Liberty Bond rallies, reinforced 
by the availability of virtually unlimited bank credit for the financing 
of Liberty Bond purchases, resulted in a wide distribution of the bonds 
among individuals and business corporations. The direct sales of Treas- 
ury securities to banks were relatively much smaller than in this war.’ 
But when goods again became available and the patriotic pressures of 
wartime were no longer operating, thousands of investors reverted to 
their previous patterns of spending and saving. In the two years im- 
mediately following the end of hostilities, wartime purchasers dumped 
millions of dollars worth of the bonds on the market at large discounts. 
High yields did not keep these investors from cashing their bonds. The 
average yield on United States Government Bonds rose to 4.63 per 
cent by January 1919, to 4.93 per cent by January 1920, and reached 
5.67 per cent in August 1920. The commercial banks expanded their 
holdings of governments by about 2 billion dollars or approximately 
two-thirds, between the middle of 1918 and the middle of 1919. 


* Extension of bank credit to finance bond sales to individuals and corporations was rela- 
tively greater in the First World War than in the Second. Everyone was encouraged to 
“Borrow and Buy,” and the banks liberally financed Liberty Bond purchases by their 
customers, whereas this was discouraged during World War II. In addition, relatively 
‘atger amounts of bank credit were required to finance manufacturers awaiting payments 
irom the Treasury, The speedier payments during World War II, including large amounts 
of advance payments, have had the effect of substituting Treasury borrowing from banks 
for bank loans that would otherwise have been made to corporations. 
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5. The Usual Conditions for an Effective Use of Tighter Money Ap 
Not Present 


A substantial tightening of the money market—which means both 
sharp reduction in the availability of credit and a marked rise in intereg 
rates—has been the chief weapon of the central banking authoritie; 
against an inflationary boom. Even in the absence of deliberate actig, 
by the authorities, it has usually occurred in the later stages of a boom 
because of the growing shortage of credit. In either case there is littl. 
doubt that it has tended in the past to restrict or halt inflationary 
booms, though not always promptly. ' 

Nevertheless, I am forced to conclude that any moderate or tolerable 
use of this mechanism on an over-all basis would be of very limited 
effectiveness in the present situation and would be capable of intro. 
ducing extremely adverse complications of its own. 

Tightening the general market can be very effective against an infk- 
tionary boom based upon short-term speculative borrowing. The ability 
of speculators to continue to bid prices up and to accumulate greater 
inventories usually depends upon their ability to expand the scale of 
their borrowing. When the central banking authorities tighten the 
money market by limiting the growth of or actually reducing the te. 
serves of the commercial banks, the latter are forced to refuse accom. 
modation to new would-be borrowers and/or to reduce the credit ex- 
tended to established customers; and in this process interest rates rise 
in reflection of the diminished supply of credit. Both the increased cost 
of borrowed funds, and, more particularly, the diminished availability 
of credit, force borrowers to liquidate portions of their inventories and 
to curtail the scale of their commitments in order to reduce their debts. 
The speculative markets, which are highly sensitive to the cost and 
availability of bank credit, are normally the first to be affected, but 
the pressure to liquidate and to reduce debts eventually spreads out 
in many directions. A period of liquidation and contraction displaces 
the boom. 

But these usual purposes of a tightening of the money market have 
no direct relevance to the present situation: 

(a) The principal user of bank credit, the United States Govern 
ment, wil! not be moved by the appearance of higher interest rates to 
reduce its demands for accommodation. Unlike individual business bor- 
rowers, the government would not find it possible to respond to a higher 
interest rate by paying off any considerable part of its borrowings 
with the proceeds of inventory liquidation, etc. Nor would any prac 
ticable increase in the rate of interest cause Congress to reduce gover 
ment expenditures and increase the scale of taxation sufficiently 1 
make early large reductions in the public debt. 
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(b) The unprecedentedly large amount of currency and bank de- 
posits now owned by the business and consuming public is mostly 
owned outright. The owners do not owe large offsetting sums to the 
banks. They do not need to renew loans at the banks to keep their 
cash. In effect, they own unborrowed “excess reserves.” Their ability 
to spend for business and consumption purposes is therefore insulated 
in considerable degree against the effects of tighter money. Only dor- 
rowers need to pay the higher rates and face the credit curtailment of 
a tighter money market. 

(c) But ample credit accommodation may nevertheless be needed 
by some businesses to facilitate reconversion and rising production. 
Even though industry as a whole appears to have abundant liquid re- 
sources, the distribution of them may be spotty. To expand bank credit 
to enable various enterprises to make disproportionately large increases 
in civilian output would be anti-inflationary rather than inflationary in 
its net effects. An over-all restrictive credit policy, on the other hand, 
would be capable of impeding the growth of output of such enterprises 
without being highly effective against the undisciplined spending of 
the huge unborrowed cash balances. 

(d) The expansion of consumers’ credit might conceivably be 


m checked somewhat, but this type of credit is far better regulated directly 


and by itself, as under the existing wartime method. It does not lend 
itself well to regulation by a general tightening of the money market. 
The consumers’ demand for credit is relatively insensitive to ordinary 
changes in interest rates, and the supply of consumers’ credit is likely 
to remain abundant in the face of curtailment elsewhere. The cost of 
money to the merchant, finance company, or bank extending the credit 
accounts for only a modest and sometimes tiny fraction of the gross 
charge paid by the customer. The gross margin of profit is therefore 
great. It represents heavy overhead costs as well as variable costs and 


| profits. A strong motive therefore exists to provide abundantly for 


consumer credit by outbidding competing uses to the extent necessary. 
The record of this type of credit since 1929 has been so satisfactory 
from a risk standpoint that the larger consumers’ finance companies 
could doubtless increase substantially the sale of their obligations, se- 
cured by installment contracts, to individuals with idle bank balances 
if the banks themselves curtailed their own takings of them. The 
nominal volume of bank deposits would not be enlarged if this were 
done, but an increase in spending would be just as effectively financed. 


6. The Secondary Restrictive Effects of a Moderate Tightening of the 
Money Market Are Not Likely to be Substantial under Present 
Conditions 


Granted that a general tightening of the money market under present 


f 
4 ° 
| 


838 THE AMERICAN ECONOMIC REVIEW [ DECEMEE 


conditions would not operate through its usual effects upon borrower; 
would it not moderate inflationary tendencies significantly by Curtailing 
spending in other ways? Higher interest rates might exert such effects 

(a) by promoting greater saving of current income and accumulate; 
cash balances by both consumers and business; 

(b) by discouraging the sale of government securities from th 
public to the banks and the further expansion of bank credit in the 
process; and 

(c) by inducing the public to use part of its idle currency and bank 
deposits to buy governments. 

Let us examine each of these possibilities: 

(a) It seems safe to say that moderately higher interest rates woul 
not significantly influence the public to reduce its spending either from 
current income or from accumulated cash balances. In the short mp 
the amount saved from current income is predominantly determined 
by habits, institutional practices, the amount and distribution of in. 
come, and the availability of desired goods. Consumers do not decide 
to do without washing machines or automobiles or more clothing le. 
cause the rate of interest obtainable on government bonds rises from 
2% to 3% or 4 per cent. Their disposition of their wartime accumul- 
tions of liquid assets between consumption spending and saving will 
also be largely governed by factors other than the rate of interest. 

Nor would a moderate rise in interest rates be likely to curb business 
spending materially. Corporations with big cash balances and bright 
business prospects are not apt to be induced by this development to 
stop replenishing inventories or remodeling plants, and instead, to 
hang on to their cash or to buy government securities with it. Nor 
would they be moved to pay out noticeably less of their profits in 
dividends to stockholders. The only ones that would be appreciably 
affected would be those owing short-term debts to the banks. Even 
these would be induced to curtail their spending significantly only if 
the amount of bank credit available to them were curtailed, for a rise 
in interest costs would mean a negligible increase in total costs for 
most business enterprises. And banks have lots of low-yield short- 
term governments that they could sell or fail to replace at maturity in 
order to get funds with which to maintain and even increase the rela- 
tively modest amount of bank credit now extended to business. 

(b) It may be argued that a rise in interest rates, by depreciating 
the market value of government securities, putting some of them be- 
low par, would at least have the effect of discouraging holders from 
selling them and spending the proceeds.* Since the banks would pre 


*See, for example, H. S. Ellis, “Economic Expansion through Competitive Markets,” 
in Homan and Machlup, editors, op. cit., pp. 143-44. 
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sumably have to absorb much of such liquidation, any reduction of it 
would lessen the further expansion of bank credit. 

An examination of the distribution of ownership of government se- 
curities throws serious doubt on the possibilities in this direction. The 
distribution as of June 30, 1945, is outlined in the following table. 


OWNERSHIP OF THE FEDERAL Dest, JuNE 30, 1945* 


Billions of dollars Percentage of total 


Individuals 
E Savings Bonds......... 
A-D, F, G Savings Bonds 
Tax and Savings Notes. ... 
Other securities . 


Total 


Other non-bank investors 
Federal agencies and trust funds 
State and local governments........ 
Insurance companies 
Mutual savings banks : 
Other corporations and associations........ 


Total 
Commercial banks 
Federal Reserve Banks 8.5 


Total, all holders. 257 100.0 


* Includes direct and guaranteed obligations; figures for distribution among holders are 
based upon estimates of the Treasury Department contained in the Treasury Bulletin. 
Slight discrepancies between the detailed figures and the totals are due to rounding. 


It will be noted that insurance companies and mutual savings banks, 
which buy mainly for permanent holding, accounted for about 12 per 
cent of the debt; federal agencies and trust funds, about 10 per cent; 
and the commercial and Federal Reserve banks, about 41 per cent. 
None of these classes of holders would govern its spending significantly 
by the market values of government securities. They account for 63 
per cent of the debt. 

But relatively little of even the remaining 37 per cent of the debt 
was held by investors whose decision to liquidate their holdings for 
current spending would be apt to be reversed by the psychological 
deterrent to selling out at a loss. The remaining 37 per cent was held 
by individuals to the extent of 23 per cent, and by business corpora- 
tions and state and local governments to the extent of 14 per cent. 
Of the 59 billion dollars of governments held by individuals on June 30, 


29 11.3 
12 4.7 
18 7.0 
na 59 22.8 
- 25 9.7 
3 5 1.9 
4 23 8.8 
10 3.7 
30 11.8 
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1945, 41 billions, or 70 per cent of the total, consisted of Series E and 
other United States Savings Bonds.* The holders of such bonds can syf- 
fer no depreciation in price by reason of an advance in open market jp- 
terest rates because their bonds are redeemable at fixed prices op 
demand. (The redemption values of Series G Savings Bonds decline 
slightly during each of the first twenty-one semi-annual periods to re- 
flect the relatively excessive interest disbursement made currently.) 

Moreover, significantly higher and rising yields are already provided 
for holders of Savings Bonds to induce them to retain their holdings to 
maturity. A man who has held his E bond for three years is already 
offered a yield of 3.58 per cent for the remaining period to maturity; 
at five years, the yield to maturity is 4.01 per cent; at six and one-half 
years, 4.36 per cent; etc. The corresponding yields for F bonds are 
3.07, 3.27, and 3.31 per cent, and for G bonds, 3.13, 3.32, and 3.34 
per cent. No additional stimulus for the retention of Savings Bonds 
would be provided, therefore, by a moderate rise in interest rates 
unless the whole schedule of yields on outstanding Savings Bonds 
were raised, and even then the psychological deterrent against selling 
out at a loss would be absent. 

So far as individuals are concerned, then, the psychological deterrent 
to selling out at a loss and spending the proceeds would be confined to 
the 30 per cent of their holdings—7 per cent of the total debt—that is 
in the form of marketable securities. And the marketable securities held 
by individuals are held mainly by members of the upper income groups 
who are less likely than holders of E bonds to liquidate for the purpose 
of increasing their current spending. 

Price depreciation as a deterrent to the sale of government securities 
would appear to offer no greater promise of effectiveness in the case of 
business corporations. Treasury Savings Notes, which account for 
about one-third of the aggregate of Treasury obligations held by busi- 
ness corporations, may be cashed at fixed prices on demand and there- 
fore could suffer no depreciation from a rise in market yields. Nor 
would corporate holdings of Treasury certificates of indebtedness and 
other short-term obligations be greatly affected. A moderate deprecia- 
tion in market price would not be highly effective against sales of 
even 2’s, 214’s, and 2%4’s by manufacturing and mercantile corpora- 
tions intent on financing reconversion and expansion. Investment com- 
panies might be induced to hold on to more governments rather than to 
switch them into other securities, and the same might be true of a 
portion of the holdings of state and local governments; but little more 
than this could be expected. 


‘Including Treasury Tax and Savings Notes. 
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On balance, the prospective effect of a moderate depreciation in 
market values as a deterrent to the sale of government securities and 
the spending of the proceeds is not impressive. 

(c) Moderately higher interest rates might have some influence in 
inducing the public to use part of its idle currency and bank deposits 
to buy additional governments. The purchases might consist of new 
Treasury issues or securities bought from the banks. The effect would 
be either to reduce the amount of currency and deposits or to lessen 
the increase that would otherwise take place. 

How large an effect of this character would be produced by a mod- 
erate rise in interest rates cannot be confidently predicted. There have 
been no comprehensive empirical studies of the responsiveness of invest- 
ment to changes in interest rates, so far as I am aware. In the early 
part of 1937, when an increase of one-third in member bank reserve 
requirements took effect, superimposed upon a previous 50 per cent 
increase in the preceding year, and when sitdown strikes were occurring 
in the automobile industry, and bank loans were expanding, the 
average yield of all Treasury Bonds not due or callable for twelve 
years or more rose from 2.46 per cent at the beginning of the year to 
2.83 per cent early in April. The yield of nine-months Treasury bills 
went from .32 to .67 per cent, and the average yield of 3-5 year Treas- 
ury notes, from 1.13 to 1.65 per cent, in the same period. The member 
banks reduced their holdings of government securities, direct and 
guaranteed, by 856 million dollars in the first six months of the year 
and by an additional 318 millions in the second six months. Insurance 
companies and mutual savings banks increased their holdings of gov- 
ernments during the year by approximately 1 billion dollars, and the 
Federal Reserve banks by 134 millions, accounting for substantially 
all the bank liquidation. (Non-member commercial bank holdings were 
virtually stationary.) Non-bank investors, however, absorbed the 
whole of the 1,168-million-dollar increase in the interest-bearing public 
debt held outside of federal agencies and trust funds. 

Interest rates declined thereafter and by the end of the year were 
little above those of the beginning. (The Treasury bill rate went much 
lower.) Bank holdings of government securities continued to decline 
during the first six months of 1938. For the eighteen months of de- 
clining bank holdings as a whole, the net decrease of 1,292 millions 
in the governments held by commercial banks was more than absorbed 
by the 1,440 millions taken by insurance companies and mutual savings 
banks. The 600-million-dollar net increase in the interest-bearing public 
debt held outside of federal agencies and the Federal Reserve banks 
was taken wholly by non-banking purchasers of non-marketable securi- 
lies and by insurance companies and savings banks. There was no net 
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increase in the holdings of marketable Treasury securities by nop. 
institutional investors for the eighteen months as a whole. 

It is possible to draw the inference from the figures for the first hal 
of 1937 that the non-institutional demand for governments might be 
somewhat, though not impressively, responsive to a moderate rise jy 
yields, though little weight can be placed upon the evidence of a single 
short period. The sharpness of the price decline in governments 
attracted a considerable amount of speculative buying motivated by 
the hope of profit from price recovery rather than by the larger inves. 
ment yields as such. A new plateau of higher yields would soon lose 
the demand from this quarter. Actually, the holdings of marketable 
governments by non-institutional investors in June, 1938, were back to 
the level of December, 1937.° The 2.90 per cent yield on United States 
Savings Bonds, on sale continuously since 1935, offered a higher return 
for moderate amounts of investment funds than the highest yields 
reached in the 1937 decline, and still does. The limits of $7,500 (issue 
price) annually on Series A-D Bonds, issued between 1935 and 1941, 
and of $3,750 on the present Series E, have probably constricted the 
flow of funds into these issues from wealthy individual investors, al- 
though we must not lose sight of the common practice of widening the 
effective limits by the purchase of the maximum amount annually is 
the names of each of several members of a family. Since 1941, Series 
F and G Savings Bonds, yielding 2.53 and 2.50 per cent, respectively, 
have been available up to $100,000 (issue price) annually for the 
combined series ($50,000 in the calendar year 1941) for each investor. 
These considerations are relevant mainly for the motivation of indi- 
vidual investors and ordinary business enterprises. Institutional in- 
vestors, with short-period exceptions, tend to invest their funds at the 
going rates just about as fast as they come in. In the absence of better 
evidence than is now available, we cannot count on more than a 
modest, if any, responsiveness of investment to a mild rise in yields. 

If the reserve position of the banks were made so tight that they 
could absorb no more governments, sales would continue to be made 
by some parts of the non-bank public to other parts. The accompanying 
rise in yields could not be relied upon to slow up spending. Those who 
insisted upon selling in order to spend would merely acquire and use the 
previously inactive balances of those who purchased their securities. 
And even if a moderate amount of bank balances were actually de 
stroyed by being used to purchase governments from banks, the rate 0! 
current spending would not be likely to be reduced materially. The 
idle or less active balances of depositors would be the most apt to be 


* Banking and Monetary Statistics, Board of Governors of the Federal Reserve System 
(Washington, 1943), Table 149, p. 512. 
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converted. Few persons or business enterprises would feel poorer or 
ment securities. The net effect might be mainly that depositors would 
turn over their remaining cash balances more rapidly than before, with 
no significant curtailment in their rate of spending. That is how we 
ysed to finance our spending when interest rates were higher and cash 
balances smaller. The high rates on short-term investments—2 per cent 
was frequently obtainable on demand deposits—and the short supply 
of cash relative to income, price level, etc., provided nearly everyone 
with a distinct inducement to minimize his idle cash, but the volume of 
spending was not correspondingly, if at all, reduced because the remain- 
ing cash balances were turned over more rapidly. With very low interest 
rates and a greatly enlarged supply of cash, this inducement dis- 
appeared. Much of the increase that has taken place in currency and 
bank deposits in recent years has been “absorbed” in the maintenance 
of larger idle balances. A reduction in the size of these idle balances 
would by no means force a reduction in spending. And it is spending, 
not the nominal number of dollars outstanding, that bids prices up. 

The various considerations cited in the foregoing have led me to 
conclude that a moderate rise in interest rates, reflecting a moderate 
restriction of bank credit, would be ineffective for precautionary pur- 
poses, and would be ineffective as an attack even upon the actual 
development of an inflationary rate of spending if the latter did not 
owe much to an expansion of direct bank lending to business or of 
new capital flotations. 

Yet even a moderate rise in interest rates would be very unsettling 
and capable of quickly getting out of control. Once the movement 
became well started, no one would know in advance that it would be 
confined to moderate proportions (unless this were officially announced, 
in which case much of the efficacy would be sacrificed). All anyone 
could be sure of was that the long-established policy of low or declin- 
ing interest rates had been withdrawn. Disorderly selling in consider- 
able volume might develop, necessitating large-scale market support 
by the Federal Reserve System to avoid sharp price declines. 


7. A Sharp Rise in Interest Rates Would Be Dangerous 


While a moderate rise in interest rates, reflecting a moderate restric- 
tion in the availability of credit, would be likely to be ineffective in 
curtailing the aggregate rate of spending, a sharp and substantial rise— 
say, to a level of 5 or 6 per cent for governments—would be another 
matter. Such a rise might well dampen inflation both because of the 
eliects of the rate rise as such and because of the degree of credit 
restriction it would reflect. It is also capable of having the opposite 
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result, however, if the rise were widely interpreted as reflecting upon 
the credit of the federal government. A rise of this magnitude would 
by no means be impossible for a temporary period, even in the absence 
of deliberate policy. Such a rise could readily occur if the bond market 
were permitted to become demoralized by a curtailment of member 
bank reserves and were not supported against the panicky selling of 
banks and others. But a radical rise in interest rates would be highly 
dangerous on several counts: 

(a) There is the danger just noted that it would be widely inter. 
preted as reflecting upon the credit of the federal government, with the 
result that the fear of inflation, and therefore the possibility, would be 
accentuated. On a 5 per cent yield basis our 2% per cent long-term 
Treasury’s would be selling in the early and middle 60’s; our 21’s, 
in the early 70’s; and even an 8-year 2 per cent would be selling nearly 
20 points under par. For large parts of the public, such discounts would 
not be interpreted merely as a reflection of a tighter money situation, 
but as strong evidence of the impaired credit of the government. The 
tocals of our public debt, currency in circulation, and bank deposits are 
now so strikingly greater than ever before as to be capable of lending 
color to ill-founded rumors and interpretations conducive to a loss of 
confidence in the currency. In short, although the net effects of a 
radical rise in interest rates would more probably be distinctly defla- 
tionary, as noted in the next paragraph, the risk of an undisciplined 
opposite reaction, arising from a loss of confidence in the Treasury 
and the currency, would be real. 

(b) There is great risk that the deflationary effects of a radical rise 
in interest rates might be so severe as to throw the whole economy into 
a crushing business depression. Such a rise would cause drastic depre- 
ciation in the market values of all types of securities. It is six years 
since Aaa corporate bonds have yielded more than 3 per cent, or long- 
term U. S. governments more than 2% per cent. A rise in yields to the 
neighborhood of 5 to 6 per cent would play havoc with institutional 
portfolios. It is no doubt true that if the rise were “permanent,” the 
earning power of banks and other institutions would be correspondingly 
increased and that the enhanced earning power, viewed rationally, 
would far more than compensate for the shrinkage in asset values, as 
has been pointed out recently by Paul A. Samuelson.* But who could 
say how long the new level would last, or that a particular bank would 
not be forced to realize heavy capital losses? Moreover, bankers and 
their customers, and indeed the public as a whole, live by the «stab- 
lished bookkeeping conventions, which adjudge an enterprise insolvent 


*“The Effect of Interest Rate Increases on the Banking System,” Am. Econ. Rev., Vol 
XXXV, No. 1 (Mar., 1945), pp. 16-27. 
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if the market value of its balance sheet assets is less than the market 
value of its balance sheet liabilities. Even if valuation conventions, 
venerous lending, and other procedures by the Reserve banks and 
federal agencies succeeded in insulating the formal balance sheets of 
hanks and insurance companies from the effects of the price declines, 
disrupting shifts of deposits from small and medium-size to big banks, 
stimulated by fear, might well take place, as they did in 1930-33, and 
public suspicion of the solvency of financial institutions generally 
incited. Stock prices would decline sharply, with damaging effects 
upon business confidence and the opportunities for corporate financing. 

(c) The political repercussions of a radical rise in interest rates 
could easily be destructive of our existing machinery for credit control. 
In view of the whole new framework of thought stressing the long-run 
desirability of low interest rates, which has gained widespread adher- 
ence since 1929, and of the importance of low interest rates to various 
public programs and to farmers and home-owners, and of the conse- 
quences of a sharp rise in interest rates to financial institutions and to 
the budgetary problem of the federal government, I can think of no 
important group in the country that could be expected to support a 
policy of permitting or bringing about such a rise. With a public debt 
that will shortly approximate 275 billion dollars, an increase of 2 per 
cent in the level of interest rates would mean the prospect of an ulti- 
mate increase in interest costs to a total of more than 11 billions a 
year. Both Congress and the Executive could be expected to combat 
strenuously any such prospect and would be likely to interfere with 
the powers or personnel of the Federal Reserve System in the process. 

(d) So long as the greater part of bank earnings is derived from 
interest on their government securities, the banks would get into an 
increasingly vulnerable political position as interest rates rose. Already 
there is considerable criticism on this score. The net profits of the 
member banks in 1944, 649 million dollars, were substantially larger 
than in any previous year and about two-thirds larger than in 1941. 
The increase was due primarily to the growth in their holdings of 
United States securities. The rate of net profits on their capital ac- 
counts rose from 6.7 per cent in 1941 to 9.7 per cent in 1944, when 
it was nearly as high as in the previous peak years of 1919-20. Their 
earnings from securities more than doubled between 1941 and 1944. 
The average rate earned by the banks on securities in 1944 was about 
1.5 per cent.” The wartime boom in bank earnings differs from that in 
many other industries in that the supporting conditions will not dis- 
appear with the end of the war—the earning assets of the banks -will 


"Federal Reserve Bulletin for May, 1945, pp. 429 ff. 
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continue at substantially their present level or will increase. Further 
reductions in corporate income and excess profits taxes are capable of 
adding sizable additional amounts to bank earnings. 


8. The Problem Is Not Yet Solved 


In pointing out the reasons why a rise in interest rates would be 
ineffective if we succeeded in confining it to moderate proportions, and 
clumsy and dangerous if we allowed it to become substantial, I do not 
mean to suggest that a problem does not exist or that nothing can 
be done about it. A problem does exist, or rather two related problems: 
the broader problem of inflation, and the narrower problem of the 
government bond market and the relationship of the banking sys. 
tem to it. 

(a) The inflation problem. I think I have sufficiently indicated that 
the inflation problem confronting us in the early post-war period js 
primarily a problem of controlling the rate of spending of already. 
existing, unborrowed funds owned by the business and consuming 
public. A moderate rise in the rate of interest on borrowed funds does 
not attack it effectively and may get out of hand. 

The problem may at some time also become one of restraining an 
undue expansion of bank lending to business. But in this case, too, 
it is difficult to see how a moderate use of the traditional kind of over- 
all credit restriction could be expected either to be adequately effective 
against the particular target at which it was aimed or to avoid adverse 
and possibly long-lasting effects upon other types of credit. Such over- 
all credit restriction would not be likely to be highly effective against 
an expansion of direct bank loans to business so long as the banks 
possess large amounts of government and other highly marketable 
securities which they can liquidate to replenish their reserves when 
necessary. The initial effect, at least, would be apt to be felt most in 
the bond market, particularly the government bond market. 

Similarly, moderately tighter credit, with moderately higher interest 
rates, would hardly offer the most appropriate remedy for an infla- 
tionary movement that obtained its chief impetus from the federal 
deficit. What is primarily needed in such a situation is diminished 
governmental spending or greater taxation or both, rather than tighter 
money. Whether the deficit is financed by bank credit or by non-bank 
purchases of securities is of some, but only of secondary, importance. 

If inflation should actually get under way, other weapons would be 
more appropriate and effective in the circumstances now existing than 
a tightening of the money market. Among these methods are the promp! 
balancing of the federal budget; the accumulation of budgetary sur- 
pluses in the Treasury’s account with the Reserve banks or their use 
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to retire Treasury securities held by the Reserve or commercial banks; 
aggressive promotional efforts by the Treasury for the retention and 
continued purchase by the public of Savings Bonds; the continu- 
ance, but on a permanent legislative basis, of the present type of Fed- 
eral Reserve control over installment credit, with such tightening or 
loosening as Seems appropriate to changing circumstances; an increase 
in the Reserve System’s margin requirements on securities even above 
the present 75 per cent requirement for new purchases, and the appli- 
cation of the higher requirements to the carrying of old accounts; 
recommendations by the Reserve System to the President and to Con- 
gress to slow down the operations of the government’s various promotive 
credit agencies; and, if the war powers are sufficiently prolonged, 
priorities requirements and price controls might be usefully continued 
in a few fields. 

(b) The government bond market. Independent of the broader 
problem of inflation, but related to it, is that of preserving an orderly 
market for government securities, and the proper policy to pursue in 
this connection with respect to bank holdings of government securities. 
The reasons why this problem might become acute are noted in the 
next few paragraphs, and the general character of the probable attack 
on it is indicated in the concluding paragraph. 

(1) The market will face considerable redistribution of ownership 
and additional offerings. Now that the Japanese war has ended, the 
market for government securities may be subject to great, if temporary, 
strains at any time. The demand will lose the force of the patriotic 
motive operating in wartime and the powerful support flowing from 
the near-absence of competing investments. Selling pressure, on the 
other hand, will appear from many quarters. Many business corpora- 
tions will liquidate their holdings or fail to replace them as they mature 
in order to obtain funds to replenish depleted inventories or reconvert 
plants or exploit new developments. Many individual and institutional 
investors will reduce their holdings of governments as new issues of 
higher yielding corporate securities become available. Many holders 
of War Savings Bonds will turn in their bonds for cash in order to 
buy automobiles, household furniture, houses, etc. Various banks may 
wish to sell some of their holdings in order to increase their loans to 
business, 

Moreover, the ending of hostilities has not stopped the Treasury’s 
need for net additional borrowing. We shall face the costs of policing 
occupied territories in Europe and Asia, of extending aid in the recon- 
struction of various European countries, of demobilization, and of 
possible domestic reconstruction programs. The Treasury will doubt- 
less be able to meet some of its maturities, redemptions, and new money 
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needs by letting its cash balances run down, by liquidating surplus wa; 
materials and properties, and by using net receipts of the old-age 
unemployment, and other trust funds. But on net balance it is likely 
to face heavy cash deficits for some time. ’ 

The market will have to withstand, therefore, both a considerable 
redistribution of the outstanding debt and substantial additions to it. 

(2) We cannot rely upon new savings to absorb all offering; 
promptly. Over a period of several years the investment demands of 
insurance companies, savings banks, trustees, and individual investors 
might conceivably absorb all of the liquidated, refunding, and new 
securities without a significant rise in interest rates and even with a 
further fall. But these regular investors are not usually in a position 
to anticipate their future needs far in advance. Their investment funds 
come to them in relatively small amounts every day through receipts 
of premiums, interest, dividends, rents, savings deposits, etc. At any 
one time they can put into the market only their current receipts and 
perhaps a small amount of previous receipts, for they do not ordinarily 
carry large idle balances. 

(3) Only limited support can be expected at first from the war- 
created cash balances. With the war ended, the individuals and business 
enterprises with large cash balances are mainly those whose very 
preference for cash over securities during the war was principally 
responsible, in the last analysis, for most of the wartime sales of govern- 
ment securities to the banks, and, correspondingly, for the increase in 
the total amount of currency and bank deposits outstanding. For if 
these savers had been willing to buy governments during the war, 
smaller amounts would have been sold to the banks, and correspond- 
ingly smaller additions to currency and bank deposits would have 
occurred. It is not likely that many of these holders of cash balances 
will suddenly decide to shift into governments. 

Undoubtedly, many of them will be content with smaller balances 
when priorities and other restrictions on production are lifted. Substan- 
tial amounts of cash are now held idle by their owners only because the 
desired types of goods cannot be had at present but are expected to 
become available in the not-distant future. As civilian goods become 
increasingly available, we can expect these holders to spend much of 
their balances promptly for the replenishment of inventories, deferred 
repairs and replacements, and for new producers’ and consumers’ goods. 
In these eases the cash balances will get into new hands, and to the 
extent that the successive new owners likewise have pressing desires 
for goods and services, the balances will be quickly transferred again 
and again. Unless developments occur to make the owners prefer the 
maintenance of the wartime levels of cash balances to additional goods 
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or income-yielding securities, efforts to spend or invest the unneeded 
amounts will persist. If prices and/or output do not rise sufficiently in 
this process to take up the slack in cash balances, the excess will tend 
more and more to get into the hands of persons and institutions readier 
to buy government securities than the previous holders of the funds. But 
this will take time. 

(4) The middlemen’s services of the commercial banking system 
will be sorely needed. In the immediate situation , the middlemen’s 
services of the commercial banks will be sorely needed. Without their 
intermediation, disorderly and damaging fluctuations in bond prices 
might easily occur even if underlying conditions remained favorable. 
For the commercial banks perform services in the government bond 
market similar to those of dealers and jobbers in other fields in cushion- 
ing the effects of sporadic offerings and purchases. They constitute the 
largest block of immediate purchasers and of wholesalers and retailers 
of government securities. 

But the banks are loaded up with ordinary governments, and in the 
absence of special stimulation they may not be eager to add large 
amounts to their holdings immediately. In fact, instead of supporting 
the market, the banks may at times themselves generate sharp waves 
of selling either because they fear higher interest rates or to free reserves 
for commercial lending. The Federal Reserve System will be faced 
with the dilemma that over-all quantitative restriction of member bank 
reserves will damage the bond market, but liberal provision of member 
bank reserves in support of the bond market may lead to undesirable 
credit expansion. 

(5) Strong Federal Reserve support of the bond market seems 
inevitable. In this situation I do not see how the Federal Reserve 
authorities can decide otherwise than to do everything they can to 
support the government bond market. The Treasury’s influence would 
certainly be expected to be exerted powerfully to this end, for apart 
from any theory respecting the continuous desirability of low interest 
rates, the Treasury will be facing large new and refunding issues for 
many years to come. The Treasury’s maturities of public marketable 
issues alone during the next five years aggregate 80 billion dollars 
and during the next eight years they amount to 123 billions. A declining 
bond market would create difficulties for the refunding operations. 
Moreover, the tax increases needed to meet even a moderate rise in 
interest costs, superimposed upon the heavy taxes that will be required 
for other purposes, would meet great resistance, for they would create 
additional burdens for the lower income groups and further damage 
to business incentives. An increase of only one per cent in the average 
rate of interest would add a greater sum to the federal budgetary 
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requirements than the total receipts from individual income taxes jy 
any year between 1925 and 1940. The same tax increases that might 
be tolerated if adopted expressly for temporary periods to comba 
inflation, with the proceeds available to reduce the public debt, might 
be intolerable if levied to meet advances in the interest cost of a dead. 
weight debt. In this atmosphere, the Federal Reserve authorities should 
not find it difficult to persuade themselves that inflation controls cap 
be exercised more directly and more effectively through other channels. 
And this, I have argued, is actually the case. 

The technical problem confronting the Reserve authorities will be 
to provide abundant member bank reserves for support of the bond 
market and yet to prevent these reserves from being used for excessive 
expansion of bank credit for other purposes. This problem can be 
attacked by selective credit controls, as previously mentioned, possibly 
including the use of special Treasury securities for banks,* in conjunc- 
tion with other governmental measures to control the rate of spending. 


*See Lawrence H. Seltzer, “The Problem of Our Excessive Banking Reserves,” Jour 
Am. Stat. Assoc., Vol. 35, No. 209 (Mar., 1940), pp. 24-36. 
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THE CONCEPT OF ECONOMIC SURPLUS 


By KENNETH E. BouLpInc* 


Economic surplus may be said to be present whenever a seller makes 
a sale for a sum greater than the least sum for which he would have 
been willing to make the sale, or whenever a buyer makes a purchase 
for a sum smaller than the greatest sum for which the buyer would 
have been willing to make the purchase. If I am able to sell an article 
for $10 which I would be willing to sell for $8.00, then $2.00 represents 
economic surplus. Likewise, if I am able to buy an article for $10 
for which I would be willing to pay $13, then $3.00 represents the 
economic surplus. This concept of an economic surplus has played an 
importar* vart in economic theory, whether in a simple or in an ex- 
tended fo.m. It is the basis of the Ricardian theory of economic rent 
and of the Marshallian theory of consumers’ surplus, and is an im- 
portant concept in welfare economics. It lies at the root also of the 
Marxian theory of surplus-value. 

Economic surplus can arise only where there are differences among 
the various buyers or sellers of an identical article in respect of their 
willingness to buy and sell. What is the same thing in other words, it is 
a phenomenon necessarily associated with less than perfectly elastic 
demands and supplies. If all the sellers of a given commodity were 
willing to sell it at a price of $10, the supply would be perfectly elastic 
within the range of sellers, and no matter what the demand within this 
range the price would always be $10 and there would be no economic 
surplus. Similarly, if all buyers were willing to buy a commodity at a 
price of $10, the demand would be perfectly elastic within the relevant 
range and, no matter what the supply, the price would always be $10 
and there would be no economic surplus. Suppose, however, that some 
sellers are willing to sell at $9.00, some at $10, and some at $11. If 
the demand is such that the $9.00-sellers can supply all that is 
necessary, the price will be $9.00 and there will be no economic surplus. 
If, however, the demand rises so that the amount which the $9.00- 
sellers are willing to supply is insufficient to satisfy the buyers at that 
price, the price must rise to $10 in order to attract the $10-sellers 
into the market. Then the $9.00-sellers receive an economic surplus 
of $1.00, for they would be willing to sell for $9.00, but in fact receive 


*The author is associate professor of économics at Iowa State College. 
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$10. If the demand rose still further, so that the $11-sellers had to be 
brought into the market, the price would rise to $11, the $9.00-sellers 
would have an economic surplus of $2.00 and the $10-sellers of $1.09 

Similarly in the case of demand, if there are some buyers Willing to 
buy the commodity for $11, some for $10 and some for $9.00, ang 
if the supply is so small that at a price of $11 all that sellers wij 
offer will be taken by the 11-dollar buyers, the price will be $11 and 
there will be no economic surplus on the buyers’ side. If, however. 
the supply is larger, so that the price must be brought down to $10 
in order to attract the $10-buyers, the $11-buyers will receive ap 
economic surplus of $1.00. If the supply is still larger, so that the 
price falls to $9.00 in order to bring the $9.00-buyers into the market. 
the $11-buyers will receive $2.00 economic surplus and the $10-buyers 
will receive $1.00 economic surplus. Economic surplus on the sellers’ 
side may be called “sellers’ surplus” and on the buyers’ side, “buyers’ 


surplus.” 
The principle is illustrated in a familiar diagram in Figure 1. The 
“buyers’ curve,” B,..... bn, shows what quantities buyers are just will- 


ing to buy at various prices. Thus, at a price OB, there are buyers just 
willing to buy B,d,; at a price ON2, there are buyers just willing to 
buy an amount B,d,; and so on. The total amount that will be bought 
at the price ON, is, of course, B,b, + B,b., or N.2b., and, as the same 
principle applies all the way down the curve, the “buyers’ curve” is 
also the demand curve. The demand curve is essentially the cumulative 
frequency distribution of the amounts that people are just willing to 
buy at various prices. Similarly the “sellers’ curve,” S,..... Sn, shows 
what quantities the sellers are just willing to sell at various prices. It is 
the cumulative frequency distribution of the amounts that people are 
just willing to sell at various prices. 

The equilibrium price, ON, is that at which all sellers can find buyers 
for the amounts desired—+.e., at which the quantity offered is equal to 
the quantity sold. Then the total buyers’ surplus at the equilibrium 
price is measured by the area NB,P and the total sellers’ surplus by 
the area S,NP. The buyers’ surplus measures the difference between 
the total amount actually paid by the buyers (ONPM) and the total 
amount which they would have been willing to pay if perfect price 
discrimination could have been practiced—(i.e., if each unit had been 
sold at the highest price that anyone was willing to pay for it)—which 
would be the area OB,PM. The sellers’ surplus measures the difference 
between what the sellers actually receive (ONPM) and the least sum 
for which the amount OM could be obtained under perfect price dis- 
crimination—.e., if each quantity were to be paid for at a rate only 
just sufficient to induce the seller to part with it. This is the area 
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QS,PM. The sellers’ curve is similar to what Marshall called the 
“particular expenses curve.” It is identical with the supply curve only 
if changes in the willingness to supply due to external economies can 
be neglected. 


This is essentially the “classical” theory of economic surplus. The 
Ricardian theory of rent appears as a special case: if rent is that which 
is paid for the “original and inexhaustible powers of the soil,” then 
clearly rent is being paid for something that is perfectly inelastic in 
supply. In the case of any commodity the supply of which is perfectly 
inelastic at all prices, the whole payment for the commodity is economic 
rent; for the commodity would be supplied even if nothing were paid 


for it. 
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Thus in Figure 1, if the sellers’ curve were MP, the whole area 
ONPM would be sellers’ surplus—i.e., economic rent. The question 
of whether any such commodity exists, of course, is a doubtful one: 
certainly most of the services of land, with the possible exception of 
the great river-bottoms, are neither original nor inexhaustible. Even the 
element of location, which might seem at first sight to be perfectly in- 
elastic in supply as land cannot be other than where it is, nevertheless 
is significant only in relation to the location of the human population, 
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which is perfectly capable of shifting. If, however, there exists any 
commodity with a perfectly inelastic supply there can be no doubt that 
the whole payment received for it by its owners would be economic rent 

The exposition is considerably complicated, although not changed 
in essence, when we consider that demands or supplies may be less than 
perfectly elastic for two reasons: first, because individual buyers and 
sellers will buy or sell different quantities in response to different prices: 
and, secondly, because a change in price may affect the number oj 
buyers or sellers. This is the distinction between what used to be 
called, rather vaguely, the “intensive” and the “extensive” margins, 
In the illustration of the $11, $10 and $9.00-buyers or sellers, it was 
assumed that the variation in quantities offered or demanded with 
change in price came solely from changes in the number of sellers or 
buyers. In fact, of course, a rise in price may not only attract new 
sellers, but may also encourage each individual seller to sell more: 
likewise a fall in price may not only attract new buyers, but may also 
encourage each individual buyer to buy more. This fact is not ex- 
cluded by Figure 1, where the buyers and sellers curves refer to 
quantities, not only to individuals.* Thus the quantity B,b., which 
would just be bought at the price ON., may represent an addition to 
the purchases of existing buyers as well as the purchases of new buyers: 
and the quantity S,s, likewise may represent an addition to the sales of 
existing sellers as well as the sales of new sellers. 

For a complete analysis of the problem, then, we must consider the 
demand curve of an individual buyer and the supply curve from an 
individual seller. Fortunately, much that was previously obscure in 
this matter has been cleared up in recent years through the indifference 
curve analysis. In Figure 2A we show the indifference curves, 
M1I,, M,J,, etc., for a single marketer (buyer or seller, depending on 
the circumstances), showing his preferences between money and the 
commoJity marketed. Quantity of money is measured along the ver- 
tical, quantity of commodity along the horizontal axis. Any one indil- 
ference curve shows those combinations of money and of commodity to 
which the marketer is indifferent. Any point on indifference curve 
M,], is preferred to any point on M,J,: generally, any point on MJ. is 
preferred to any point on Mo.,/n4. 

We suppose that the marketer has in his possession a quantity OR 
of commodity and a quantity R.P, of money. The point Po, therefore, 
represents his initial position. The problem is: Given a “market”—., 
a situation in which he can buy or sell any amount of the commodity 
at a given price—to what point will he move? The line showing what 


* Marshall does not seem to be quite clear on this point in drawing his particular 
expenses curve. 
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combinations of money and commodity are open to him through ex. 
change is his “opportunity line.” At a constant price it is a straight line 
through the point P,, the slope of which is equal to the market price, 


Si 


Thus if the price is 


the opportunity line will be PoP,. Moving 


1 

to the right along an opportunity line means that the marketer is buying 
—4i.e., giving up money for commodity. Moving to the left means 
selling—giving up commodity for money. The marketer will move 
along his opportunity line as long as the line is cutting indifference 
curves, for this means that he is progressing to higher and higher in. 
difference curves—.e., more and more preferable positions. When the 
opportunity line ceases to cut, but instead touches an indifference curve. 
the marketer has reached the best possible position with the given 
price. Thus, when P,P, is the opportunity line the marketer will move 
along it until he reaches P;, where the line P,P, touches the indifference 
curve M,/,. He will not go beyond this point because, if he does, he 
will be passing to lower—i.e., less preferred—indifference curves. 

If the market price is equal to the slope of the indifference curve 
at P,, the marketer will neither buy nor sell. His opportunity line will 
be Q’.P.Qo, but no matter in which direction he moved along it from 
P, he would move to lower indifference curves. He will, therefore, sit 
00’, 
02, 
If the price is lower than the null price, he will buy: if the price is 
higher, as represented by the opportunity lines P,P’,, PoP’s, etc., he 
will sell. The locus of the points of equilibrium at various prices is the 
dotted line P’,—P,P,P,—P,. This may be called the total revenue- 
outlay curve. From P, to P; it is a total revenue curve, showing the 
total amounts of money measured from the line P,S,P;, that the 
marketer will receive for the sale of various amounts of commodity, 
measured from the line P,Ro. Thus the point P, shows that at a price 


ro the marketer will give up an amount S,P, of money and will re- 


P.S; 

ceive in exchange P,S, of commodity, leaving him with RP; of money 
and OR, of commodity. From P, to P’; the line is a total outlay curve, 
showing what amounts of money will be received for the sale of various 
amounts of commodity. 

The total outlay-revenue curve can easily be turned into the mat- 
keter’s demand-supply curve in Figure 2B, where the horizontal ax/s 
is identical with that of Figure 2A, and the vertical axis measures the 
ratio Money/Commodity. For each quantity of commodity represented 


tight at P.: the price 


(= r.P. in Figure 2B) is his “null price.” 
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SP, SP; (= r t ) 
— TiPi, TePo, 
PS,’ 


and plot the line p’2PoP. accordingly. The segment for; is the mar- 
keter’s demand curve: it shows how much he will buy at each price. The 
segment p’.P) is the marketer’s supply curve: it shows how much he 
will sell at each price. The segment of the outlay-expenditure curve 
P.P,, and of the demand-supply curve 7;), represents a situation 
(extremely unlikely to occur in a commodity market) where the price 
is negative—t.e., where the marketer can increase both the amount of 
money he has and the amount of commodity at the same time. In this 
case the commodity has become a discommodity, as is shown by the 
positive slope of the indifference curves: at points such as P, an increase 
in the quantity of commodity is so distasteful that it must be com- 
pensated for by an increase in the quantity of money. 

In Figure 2A the indifference curves have been drawn vertically 
parallel—i.e., the whole system can be mapped out by moving one of 
the curves parallel to itself in a vertical direction. It follows that, for 
each quantity of commodity, the slopes of all the indifference curves 
are identical. The slope of an indifference curve is called the marginal 
rate of substitution of money for commodity: it is the amount of money 
which must be substituted for one unit of commodity if the individual 
is to feel no gain or loss. Thus, if the marginal rate of substitution 
(for short, MRS) is $3.00 per bushel, then if a bushel is subtracted 
from the marketer’s stock of commodity, $3.00 must be added to his 
stock of money in order to leave him as well satisfied as he was before. 
If now the indifference curves are parallel, the MRS of all the in- 
difference curves at any given quantity of commodity is equal to the 
price of the commodity. Thus at a quantity of commodity OR,, the 
slopes of the indifference curves at Q,, P:, Wi, etc., are the same, and 
are also equal to the slope of the line P,P:—.e., to the price of the 
commodity—as P,P, is tangent to the indifference curve at P,. The 
MRS of all the indifference curves at the quantity OR, is therefore 
equal to r,p, in Figure 2B. That is to say, when the indifference curves 
are parallel, the MRS curve corresponding to each indifference curve 
is the same as the demand-supply curve.” 


by r:, f2, etc., we calculate the price, 


_ This condition of “parallel indifference curves” is essentially similar to the condition 
that the marginal utility of money should be constant, assumed by Marshall in his analysis 
of consumer’s surplus. It is, however, somewhat broader than Marshall’s assumption, The 
MRS at any point on an indifference curve is the ratio a, a Bh ann 
Marginal Utility of Money 

(see Boulding, Economic Analysis, p. 663). Marshall assumed that for a given quantity of 
commodity the marginal utility of the commodity would be independent of the amount 
of money, and that the marginal utility of money was likewise independent of the 
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There are several concepts of economic surplus which can be derived 
from this construction. Perhaps the simplest is the “buyer’s surplus” 
and ‘seller's surplus,” analogous to the Marshallian “consumer’s 
surplus.” The buyer’s surplus is the difference between what the buyer 
pays for a given quantity of the commodity under the conditions of a 
uniform price, and what he would have paid under the least favorable 
conditions of differential pricing. Thus in Figure 2A the curve Pol, 
shows the path the marketer would follow under perfect differential 
pricing: at a price just a little less than op. he will buy one unit; at a 
slightly smaller price he will buy another unit; and so on down the 
curve P,Q, ....- I,. Under perfect differential pricing, therefore, he will 
pay S,Q, for a quantity R)R,; under uniform pricing he would only 
pay S,P;. The buyer’s surplus, therefore, is P,Q. Similarly, if the 
be shown that this is also equal to the area s’,f.p’, in Figure 2B. 
marketer buys an amount R,R, at a uniform price 7r.f., the buyer’s 
surplus is PQ». It can easily be shown that the buyer’s surplus is also 
equal to the triangular area under the demand curve. Thus, at a 
quantity R.R, (= 7or,) the total amount which the marketer would 
have to pay under perfect differential pricing is the area roPof.r: in 
Figure 2B. This is equal to the line S,Q, in Figure 2A. The total amount 
paid under uniform pricing is the area 7s:f.r, in Figure 2B 
(=S,P; in Figure 2A). The buyer’s surplus in Figure 2B, therefore, 
iS = area 

An exactly analogous concept of “seller’s surplus” can be derived 
from the supply curve Pop’, in Figure 2B, and the corresponding part 
of Figure 2A. Thus the marketer will sell an amount P,S’, for an 
amount S’,P’, under uniform pricing. Under perfect differential pricing 
he can be made to sell this amount for only S’,Q’,. The seller’s surplus 
—the difference between these two amounts—is P’,Q’,. It can easily 

The next problem is to remove the limitation of parallel indifference 
curves. Figures 3A and 3B show a situation in which, for each quan- 
tity of commodity, the MRS increases as the quantity of money in- 
creases: as we move upward along any vertical line in Figure 3A we 
cut indifference curves of successively steeper slopes. The system of 
indifference curves do not now reduce to a single MRS curve, but in- 


amount of money. y. This last assumption could only be even approximately true over 
small ranges, On these assumptions, of course, the MRS would likewise be independent 
of the quantity of money for each quantity of commodity. The MRS may also be 
constant, however, if both the marginal utility of commodity and the marginal utility of 
money change in the same proportion as the quantity of money changes. Thus as we 
pr ceed upward along any vertical line in Figure 2A, the marginal utility of money is 
mn ly to fall, as the quantity of money increases, following the familiar law of diminishing 

rgin inal utility. It is possible that the marginal utility of the commodity will also fall 
as the quantity of money increases, even though the quantity of commodity is held con- 
stant. This will happen if the commodity is “competitive” with money. 
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stead each indifference curve has its own MRS curve: in place of the 
single MRS curve of Figure 2B we now have a system of such curyes 
as in Figure 3B: mpi, m,t,, etc., corresponding to the indifferenc 
curves M,, M,, etc., of Figure 3A. Then at a price equal to the slop 
of the opportunity line P,P, in Figure 3A (—r,p, in Figure 3B) th 
amount bought will be R,R,, P, being the point of tangency of P,P, 
with the indifference curve. If in Figure 3B a perpendicular from ,, 
cuts the MRS curve m,i, in p,, r:p; is the price at which the amour 
or, will be bought—being equal to the slope of the indifference curve x 
P,. Similarly r2p2, 2 being on the MRS curve motz, is the slope of the 
indifference curve at P., and is the price at which ror. will be bought. 
The dotted line ~.~,~. is, therefore, the demand curve, which is not 
now identical with any one of the MRS curves, but has a flatter slope 
Similarly, ~.p’, is the supply curve, derived from the outlay curv 
P.P’,. The supply curve in this case has a steeper slope than the MR 
curves. It is easy to show that if the slopes of the indifference curves 
at a given quantity of commodity fall with increasing quantity of 
money, the MRS m,i, will lie below mt, mat. will lie below 
m,t,, and so on. In this case the demand curve will have a steeper slope 
than the MRS curves and the supply curve a flatter slope. 

The buyer’s surplus does not, in this more generai case, equal the 
triangular area under the demand curve. Thus, in Figure 3A the buyer’ 
surplus at the quantity R,R, is P,Q; (S,Q0,—S,P,). Corresponding to 
S,Q; in Figure 3A, we have the area ~.g:7:7) under the MRS curve 
Ml): corresponding to S,P:, we have—as before—the rectangle 
The buyer’s surplus, then, is equal to0s,p.7:, which fopoq.r.— 
is equal to the triangle s,f,.¢, minus the triangle ¢,p,q,. This is clearly 
less than the “demand triangle” s,f.9,, which in this case has no mean- 
ing whatever. Similarly in the case of supply: the seller’s surplus, at 
a quantity R,R’,, is equal to the quadrilateral area s’:p’1q'spo. This 
is greater than the “seller’s triangle” p~op’15’1. If the MRS became 
smaller as the quantity of money increased, the relations would 
reversed: the buyer’s surplus would be larger than the buyer’s triangle, 
the seller’s surplus would be smaller than the seller’s triangle. 


There is another important concept which is associated with the idea 
of economic surplus. This is the concept of a “compensating payment’ 
i.e., of the sum of money which would be sufficient to compensate 4 
marketer for a given change in the price of the commodity. Thus, i 
Figure 3, suppose wat there is a rise in price from fp. to rips. Tie 
opportunity line shifts from P,P, to P.P:: the buyer shifts from the 
position P, to the position P;. P, is on a lower indifference curve that 
P.—i.e., the buyer is worse off because of the shift in price. The que 
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tion is, What sum of money, given to the buyer, would just compensate 

him for the rise in price—#.e., would enable him to get back again to 

the indifference curve M,? This is the sum P,Px, where PxX, is drawn 

parallel to P,P, to touch the indifference curve M, in X,. If he had a 

sum R,Ps to start with, and if the price were r,f,, the opportunity line 

would be P:X., as the slope of this line is equal to that of P,P: with 

this sum of money and at this price he will proceed to X., where he is 

just as well off as he was at P,, X, and P, being on the same indifference . 
curve. The amount he would buy under these circumstances is in be- 

tween the amounts he would buy at P; and at P». 

If the indifference curves are parallel it can easily be shown that the 
compensating payment is equal to the change in the buyer’s surplus 
due to a shift in price: under these circumstances, as in Figure 2, X, 
coincides with W., as the slopes of the indifference curve at W; is equal 
to the slope at P,. The change in buyer’s surplus is P.Q.—P:Q; = 
iv.P,=P.P:s. If the MRS increases with increases in money, as in 
Figure 3A, the compensating payment is larger than the change in the 
buyer’s surplus.* It can be shown that, in terms of Figure 3B, the 
compensating payment for a change from P, to p, is the area S,S52p25x: 
the change in the buyer’s surplus is the area of the complex polygon 
5,52)2Q2Gi~1. It should be observed that the compensating payment in 
the case of a fall in price from 7,p, to r2p.—i.e., the tax which a 
buyer would have to pay in order to bring him to the indifference curve 
I, when the price is r.p.—is less (in Figure 3A) than the compensating 
payment in the case of a rise in price. If P:X: is drawn parallel to PoP 
to touch M,W, in X:, P,P: is the tax which will just balance the gain 
to the buyer resulting from a fall in price from 71); to r2f2. This is 
equal to the area S,S25¢p, in Figure 3B. If the indifference curves are 
parallel, of course, the compensating payment is the same whether 
the movement of price is a rise or a fall. 

Consider now what the payment must be to compensate the marketer 
for the entire loss of the market—-#.e., for the prohibition of buying or 
selling. In that case he will not be able to move from the position Pp. 
If the original price was r.f2, the payment which would be necessary 
to compensate for the loss of the market would be P,.N.. This will 
bring the marketer up to the indifference curve to which he could have 
attained had he been free to buy at the price r.f.. P.N. is equal to the 


*For a fuller discussion of the “Compensating Payment” concepts see the following: 
J. R. Hicks, Value and Capital (Oxford, 1939), pp. 38-41; and “The Rehabilitation of 
Consumer’s Surplus,” Rev. Econ. Stud., Vol. 8 (Feb., 1941). 

A. Henderson, “Consumer’s Surplus and the Compensating Variation,” Rev. Econ. Stud., 
Vol. 8-(Feb., 1941), p. 117. 

A. Kozlik, “Note on Consumer’s Surplus,” Jour. Pol. Econ., Vol. XLIX, No. 5 (Oct., 
41), p. 754. 
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area p25.m, in Figure 3B. It will be observed that this area is larger 
than the “demand triangle” p,5.). In the case of a Seller, if the price 
had originally been r’,p’,, the sum needed to compensate the seller fo, 
the loss of the market is P.N,, equal to the area PiSim, in Figure 3p 
This area is smaller than the “supply triangle,” Pop’ 15’. 

We can apply this analysis to the consideration of the “gain from 
trade” —i.e., the total payment which would be necessary to compen. 
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sate all the marketers for the loss of a market. In Figure 4, a group 
of individual demand-supply curves is shown, cutting the price axis in 
S:, S:—B,, B;. The market demand curve is obtained from these ¢e- 
mand-supply curves by summing the total quantity bought at each 
price—t.e., by adding horizontally that part of the curves to the right 
of the price axis: it is the curve B,H,H,N. Similarly, the market supply 
curve, S;K.K,M, is obtained by adding horizontally those parts of 
the demand-supply curves which lie to the left of the price axis. The 
market price is OP, where PN = PM-—.e., the total quantity de 
manded—is equal to the total quantity offered. If now the indifference 
curves of the marketers are parallel, so that the “demand triangle 
measures the compensating payment for each buyer, the total com 
pensating payment to buyers is the area PN,B, + PN,B, + PN.3; 
which is equal to the area PNB,. Similarly, the total payment which 
would compensate sellers for the loss of the market is the area PSM. 
If now we draw S,N the mirror image of S,;M, we get the familia! 
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supply and demand figure, and the total compensating payment is 
the area S,VBs. 

It is not difficult to introduce an adjustment to take care of the case 
where the marketers’ indifference curves are not parallel. The curve 
B.N is obtained by summing horizontally the MRS curves of each 
buyer passing through N,, N2, N;, (shown as dotted lines in Figure 
4), B.N is an aggregate MRS curve for the buyers: the total com- 
pensating payment is, therefore, the area PB.N. Similarly, MS. is the 
aggregate MRS curve for the sellers: the total compensating payment 
to sellers is PS-M. If NS. is the mirror image of MS., the total payment 
which would compensate both buyers and sellers for the loss of the 
market is the area B-VS-. Unless conditions are very peculiar, the area 
B.NS. is not likely to differ very greatly from the area B,NS;, as the 
corrections lie in the same direction. While the assumption that the 
RS increases with increase in the quantity of money makes the 
buyers’ compensating payment larger, it makes the sellers’ compen- 
sating payment smaller, so that the total is not much changed. If we 
assumed that the MRS declined with increase in the quantity of money, 
the effect would be to diminish the buyers’, but to increase the sellers’ 
payment. 

We can apply the above analysis to the well-known theorem in the 
field of taxation, to prove that, if a tax is laid on a commodity} the 
total tax revenue is less than the “loss” to the marketers, as measured 
by the compensating payment. That is to say, even if all the revenue 
from a commodity tax were to be returned as a lump sum to the taxed 
marketers, the marketers would be worse off than before. This is shown 
in Figure 5, where BP, SP are the market demand and supply curves. 
If a tax equal to Ns» is placed on each unit of the commodity, when 
the market is in equilibrium buyers will pay ON», sellers will receive 
ON;. The total tax revenue is V.N» X N.Ps = the area N.NoP>Ps. If 
indifference curves are parallel, the sum that would have to be paid to 
buyers to compensate them for the rise in price is NN»PvP: the cor- 
responding sum for sellers is NPP:N;. The total payment required to 
compensate for the tax is N.N»P»PP:: this is greater than the total 
tax revenues by an amount equal to the area P.P»P. If now we intro- 
duce a correction for increasing MRS, PH» and PH, are the aggregate 
MRS curves for buyers and for sellers, and the total payment required 
to compensate for the tax is N.N»H»PH.. This is greater than the total 
tax revenues by an amount equal to the complex area of the polygon 
P.P\H.PHs. This area will not differ greatly from the area P.P»P. 


Up to this point we have considered the concept of economic surplus 
only in relation to the pure market phenomenon in which there is no 
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production or consumption, only transfers of money and commodity 
among the marketers. The application of the concept to long-run 
problems is beset with many difficulties, largely because it is impos- 
sible to treat such cases realistically without reference to uncertainty 
A distinction can be made between those surpluses (or deficits) whic, 
are the results or uncertainty—.e., the result of the “disappointmen,” 
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FIGURE 5 


of expectations in a favorabie or unfavorable direction—and those 
which are in some sense part of the permanent structure of economic 
life. This seems to be the basis for the Marshallian distinction between 
“true”—i.e., permanent—rents and “quasi-rents.” Marshall observed 
that a supply curve which was highly elastic in the long run might be 
quite inelastic in the short run. Hence for limited periods the rewards 
of a factor such as durable equipment might be much diminished, 0 
even completely taken away, without affecting the output of its services. 
Such a reward has something of the nature of a surplus, or “rent.” 
Because, however, the services of the factor would not be forthcoming 
indefinitely at low or zero rewards, Marshall called its retura a “quas- 
rent.” 
Quasi-rents, however, can exist only because the future is uncertain. 
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{. for instance, the potential owners of a durable good knew at the 
outset that the returns were going to be lower than the long-run supply 
price, the good would not be produced. Disappointment, therefore, is 
of the essence of a quasi-rent. What we know too little about, however, 
is the relation of a succession of disappointments to the long-run 
supply price itself. Long-run supply and demand curves are a useful 
claak to cover up a vast complexity of inter-temporal relationships 
and, while they may enable us to perceive the broad shape of these 
complexities more clearly, they frequently hide the real dynamic 
structure of the system. Thus the application of the economic surplus 
concept to long-run demand and supply curves is beset with difficulties, 
and may not be very fruitful. The concept cannot be used, certainly, 
to justify the thesis of Marshall and Pigou regarding taxing industries 
of increasing supply price to subsidize industries of decreasing supply 
price—quite apart from the question of whether these categories are 
“empty boxes.” 

Nevertheless, as applied to a particular “industry” or sector of 
economic life, the concept has some meaning: in fact, several possible 
meanings. We may ask ourselves, “What is the greatest amount that 
could be extracted from this industry by price discrimination, without 
change in output?” Thus by price discrimination consumers could be 
forced to pay more for the present output, and producers could be 
forced to receive less. The economic surplus, in this sense, represents 
that theoretical maximum which the state might get out of an industry 
by discriminatory taxation, without affecting output. Another possible 
meaning of economic surplus in this case is the sum of money which 
would be just sufficient to compensate the individuals of society for 
the loss of the industry. These correspond to the two concepts already 
described. There is small likelihood, however, that these concepts will 
coincide, or that either of them can be measured by the area between 
the demand and supply curves. 

The problem of applying the economic surplus concept to the 
economy as a whole is of the utmost importance, yet tantalizingly 
difficult. The “compensatory payment” concept here is quite meaning- 
less: obviously no sum of money, or purchasing power, could com- 
pensate for the loss of the whole volume of production. The alternative 
concept, however, of the amount that might be extracted from the 
society without a diminution of output is of very great importance, 
for it represents that part of the total product which is “available’— 
either for redistribution, or for the extravagance of the state or for 
the pursuit of military power. For Marx, of course, the whole produce 
ol society above the subsistence of the working class was “economic 
surplus” (i.e., surplus-value); for by the labor theory of value the 
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subsistence of the working class is all that is necessary to call forth the 
total product. Marx undoubtedly went too far in this, for the proces; 
of production is not merely a mechanical transformation of acts of 
labor into product, but is a subtle complex affected by innumerabj, 
institutional and psychological factors. How much can be expropriate; 
from society without destroying productive activity depends a greg 
deal on the manner of the expropriation. Thus the economic surplys 
of the whole economy is not a very clear concept. There are indications 
that in modern industrial society it may be very large, and the ¢. 
perience of the war shows what a great proportion of current output 
can be diverted to “unproductive” uses without any serious impairment 
of productivity. 

The indifference curve analysis used earlier can throw some light 
on this problem. In Figure 6 we show, for an individual, indifference 
curves between money and a factor of production. We will suppose, 
to fix our ideas, that the factor is labor: then OR. is the amount of 
labor at the person’s disposal—say, 24 hours per day; RoP» is the 
amount of money in his possession at the beginning of the day; P.?, 
is the opportunity line at zero wages (as we have drawn the indifier. 
ence curve with a positive slope at Po, indicating that in small quan- 
tities labor is positively pleasurable, the individual will give up a 
amount P.P, of labor even at zero wage). P.P2, PoPs, etc., are the 
opportunity lines at successively higher hourly wage rates: the locu 
of their points of tangency with the indifference curves, PoP;P, .... 
is the total receipts curve, measured from the line P.P;. From this 
curve, the supply curve for labor can be derived just as the supply 
curve was derived in Figure 2. It will be observed that the curve is 
re-entrant: i.e., above a certain wage, represented by the slope of 
P.P,, an increase in the wage results in a decline in the amount oi 
labor offered. This is the familiar “backward sloping” supply of labor. 

Suppose now that a flat-rate income tax is laid on the individud 
when his wage was equal to the slope of P.P,. The result of the ta 
is simply a reduction in the effective hourly wage: the opportunity line 
less tax falls to, say, P.P;. Because the supply is negatively elastic in 
this region, there is actually a rise in the amount of work done becaus 
of the tax, from RoR, to RoR. The gross income earned is then S,?': 
the total tax collected is P,P’,. If the tax were laid in a region whet 
the supply was positively elastic, as between P; and P2, it would caus 
a fall in the amount of work supplied. 

Some interesting conclusions can now be drawn as to the theory 0! 
progressive or regressive taxation. A progressive tax is one where tht 
proportion of income paid in taxes rises with rise in income. Tht 
opportunity line after tax therefore bends downwards—i.e., its slopt 
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becomes less and less with increasing work done. Where the tax rate 
increases by “brackets” of income, the line will be a series of straight 
ines of diminishing slope. Thus P.T represents the opportunity line 
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FIGURE 6 
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after a progressive tax is deducted from the income of P.P,. It touches 
an indifference curve at T, and has been drawn so that the total tax 
paid, TU, is equal to the tax paid under a flat rate tax, P,P’,. It will 
be seen that the effect of raising a given revenue from an individual 
by a progressive rather than a flat-rate tax is to lower the amount of 
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work done, to lower net income after tax, and to make the individyg] 
relatively worse off, as may be seen by comparing the position at 7 
with the position at P;. Raising the same revenue by a regressive tay 
on the other hand, results in an expansion of output and of incom 
and makes the individual relatively better off, as may be seen by 
comparing 7” with P;, T’ being a point where a net opportunity lin 
from P. after a regressive tax (not shown on figure) touches an indi. 
ference curve. A regressive tax has somewhat the same effect as “over. 
time” pay—.e., it increases the marginal return, and so spurs the 
individual to greater effort. It is interesting to note that an even better 
way of collecting a given amount of taxes from an individual is tp 
assess him a lump sum which is independent of his income. His net 
opportunity line is then P:T7’T”, which touches an indifference curve 
at 7”—the highest indifference curve attainable to the individual 
whose gross income opportunity is given by the line PoP, and who has 
to pay a tax equal to PoP. 

It is interesting to note that, under the assumptions of Figure 6, the 
compensating payment would be less than the tax paid in all cases 
except that of the fixed tax. Thus under the proportionate tax discussed 
above, P;P’, is the amount of tax paid. If now XP: is drawn paralld 
to P.P;, touching the indifference curve M, at X, PoP: is the “com 
pensating payment”—.e., is the lump sum which, if given to the 
taxpayer, would make him just as well off as he was before the tax. 
P.Px, under the conditions of Figure 6, is less than P;P’,. It must be 
observed that this conclusion depends on the assumption that the MRS 
incieases with increase in the quantity of money. The backward-sloping 
supply curve also can only exist on this assumption. 

Some conclusions for tax policy follow from this analysis. If there 
is no serious unemployment problem we can assume that the objective 
of policy is to increase production by all possible means. Then the 
deleterious effect of progressive taxes on the supply of factors mus 
be taken into consideration. A desirable situation would be one in 
which taxation was progressive as between individuals, but regressive 
for each individual. The best system—if it were administratively pos- 
sible—would be one in which each individual had to pay a lump sum 
tax based on his “wealth”—#.e., on his earning power—but independent 
of his income—i.e., independent of the degree to which he put hi 
earning power to use. To some extent the property tax is of this nature, 
and, although one hesitates for political reasons to advocate extending 
the principle of the property tax to the property that we have in ou 
minds and bodies, real economic benefits might follow. 

In the presence of an intractable unemployment problem, howevtt 
it is by no means certain that a “property tax” would be even theo 
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retically the most desirable. In such a condition we might wish to 
repress the labor supply rather than encourage it, and there might 
then be a case for diminishing the labor force through progressive 


vidual 
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1come, taxation, even though this might seem a counsel of despair. 
en by The moral of this analysis would seem to be that the concept of 
ty line HW economic surplus, while it can be defined to have a good deal of mean- 


ing. is not a sufficiently accurate analytical tool for the solution of 
problems of policy. As an instrument for the analysis of welfare prob- 
lems it is much inferior to the more general device of indifference 
curves. It is a concept capable of much ambiguity and, in hands that are 
not highly skilled, its use can easily lead to false or misleading results. 
Nevertheless, it is a useful expository device and has a long and in- 
teresting history. Even if it occupies a relatively subordinate place in 
modern economics compared with the central position it once occupied, 
it is by no means to be discarded. And the student who appreciates its 
full significance will understand a great deal about the problems which 
both the classical and the modern economics seek to solve. 
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ANNUAL WAGE GUARANTEE PLANS 


By Rita RIcarpo* 


The drive for economic security on the part of wage earners hx 
forced the public to consider the possibilities of annual wage guarap. 
tees. In the midsummer of 1945 the National War Labor Board, fg; 
the first time, ordered a guaranteed work plan to be included in, 
labor management contract.’ Government research groups, outgrowths 
of a presidential committee, have been appointed to study annual wag 
guarantee plans while current, popular literature describes them as an 
effective means of reducing seasonal and cyclical unemployment. Labor 
proponents of annual guarantees believe that they “tend to be self. 
serving through their contribution to maintenance of purchasing power, 
make our economy more stable, and give rise to the creation of ney 
job opportunities.” Their claims have been upheld by the Department 
of Labor-sponsored National Conference on Labor Legislation which, 
in endorsing the principle of an annual wage, stated that “experience 
of progressive managements over a period of years has shown the 
value of a guaranteed annual wage in maintaining stability of employ- 
ment and purchasing power for the products of industry.’”* 

The purpose of this paper is to help evaluate these claims by deter- 
mining the effects of the adoption of an annual wage guarantee plan 
by a single firm, by an industry, by all industry. 

An annual wage guarantee plan is a guarantee by an employer to 
his employees, all or a per cent of his labor force, of a weekly paycheck 
of a constant amount for a given number of weeks of the year, usually 
forty or more. It may or may not include a wage advance, an amount 
above what the employee actually earns in a short hour week whic 
the employee repays by working longer hours in other weeks, thus 
keeping the paycheck at a constant level. The plan is not to be cor 
fused with a guaranteed employment plan where the guarantee is 0 
regular work, not regular take-home. 

The first annual wage guarantee plan in the United States wa 


* The author is extremely indebted to Professor Wassily Leontief of Harvard University 
for his valuable suggestions and criticisms. 

* Boston Globe, July 28, 1945, p. 1. 

*U.S. National War Labor Board, Supplemental Opinion of Labor Members of the 
Panel, Case 111-6230-D (14-1 et al.), p. L-35. 

* Eleventh National Conference on Labor Legislation. Text of Resolution; adopted 
December 14, 1944, Washington, D.C. 
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introduced in the Columbia Conserve Company, Indianapolis, Indiana, 
in 1917. There is no accurate count of the growth of these plans in 
operation, but their number has probably never been large. During 
the depression of the thirties, and also at the passage of the federal 
unemployment compensation law, many were sharply curtailed or 
completely wiped out. The National Industrial Conference Board has 


| estimated, from a sample survey made in 1936, that less than one per 


cent of the companies in the United States had any form of annual 
wage or employment guarantee plan and that in 1940 only thirty plans 
of this type were in operation.* As of March, 1944, fifty-seven com- 
panies had annual wage plans on file with the Wage and Hour Division 
of the Department of Labor. Since by filing, the employer benefits 
by partial exemption from penalty overtime payments, this count may 
be considered fairly accurate.° Only four out of the thirty-one com- 
panies for which we have the necessary data provide an annual guar- 
antee for their whole labor force. A recent Bureau of Labor Statistics 
survey states that, out of a group of eight million workers covered by 
labor contracts, less than fifty thousand or six-tenths of one per cent 
are covered by a guaranteed wage or employment provision.° 

Adoption of an annual wage guarantee by a single firm. In an attempt 
to make the analysis applicable to the present economy, conditions are 
assumed as near to reality as is possible without confusing the issue. 
The firm has a union shop contract.’ The annual wage plan is negoti- 
ated and the details bargained on at the beginning of the year. The 
most important point to be bargained on is obviously the amount in 
dollars of the guaranteed wage bill. At the actual negotiation table 
this will be broken down into the number or per cent of employees who 
will receive an annual wage guarantee, the number of weeks to be 
guaranteed and the basic wage rate to be used in computing the final 
figure. Although the above are mutually determined, the employer still 
has the sole right to decide the size of his labor force. He must, 
however, fill vacancies immediately and may not fire any employee 
covered by the guarantee except at the time of renegotiation. This 
provision limits substitution of machinery for labor during the year 
to that for newly hired labor or labor that would be hired. The situa- 
tion where the number of workers hired is mutually determined by the 

“National Industrial Conference Board, Management Record, May, 1944, p. 118; and 
What Employers Are Doing for Employees (Stud. No. 211, 1936), p. 11. 

°U.S. N.W.L.B., Guaranteed Employment and Annual Wage Plans (Research and Stat. 
Rept. No. 25), August 25, 1944, p. 6. 

‘U.S. B.L.S. Monthly Labor Review, April, 1945, p. 708. 


: Every member of the labor force must be a member of the union but the entrepreneur 
may hire whom he pleases under the condition that the newly hired person, after serving 


& probationary period, will become a member of the union. 
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entrepreneur and the trade union is discussed later as a natural ¢& 
velopment of collective bargaining under annual wage guarantee plan 
It is necessary to distinguish between firms with different marke 
conditions since the effects of such a plan being adopted by a Single 
firm depend on what type of firm introduces the plan. Firms may 
divided into two groups, those whose factor and product markets ay 
not seasonal and those whose factor and product market, either 
both, are seasonal. Firms may be further classified as follows: 

J. A firm whose product market is competitive. 

2. A firm whose product market is typified by monopolistic coy. 
petition and whose product, because of deterioration or obsolescence 
cannot be stored from one year to the next. 

3. A firm whose product market is typified by monopolistic com. 
petition and whose product can be stored from one year to the next, 
Firm in a non-seasonal industry. For a simpler first analysis it js 

assumed that the firm is in a non-seasonal industry. Complications 


I II 


FIRM WITH A COMPETITIVE FIRM WITH A MARKET Typirm 
Propuct MARKET BY MONOPOLISTIC COMPETITION 


A ¢ 


D 


E 


A B 


introduced by seasonal fluctuations will be analyzed later. The firm 
is in equilibrium, that is, it is operating at a maximum profit and its 
marginal cost equals its marginal revenue. In the short run, that period 
being defined as the first year during which the plan is in operation, 
the level of the total cost curve of the firm will be raised and its slope 
flattened out up to the output which the firm under its original cos 
curves would have produced if it had used up all the guaranteed labo! 
cost. At this point the new total cost curve will join the old one. Ti 
entrepreneur’s fixed costs have been increased by the amount of tlt 
imposed labor cost, while his variable and thus marginal costs havt 
been decreased. If the new total cost curve does not join the old ost 
until after the equilibrium output, the imposition of the plan will chang! 
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the firm’s optimum output since it has decreased the marginal costs 
at and beyond the original optimum output and left the shape and 
level of the marginal revenue curve the same. 

In Diagram I, the original total cost curve is FDG; the new one, 
EDG. The total revenue curve remains the same. OA is the optimum 


output of the firm before the imposition of the annual wage guarantee 
olan: OB, after it is imposed. OB is also the output which the firm 
can produce if it uses up all its guaranteed labor cost. 

Diagram II is identical with Diagram I except for the difference in 
the shape of the total revenue curve and the fact that O’C, not O’B’, 
is the optimum output after the plan is imposed. 

To understand the implications of the above analysis three cases 
are set up: 


1. The amount of the payroll guaranteed is less than the total 
labor cost needed to produce the maximum profit output. 

2. The amount of the payroll guaranteed is equal to the total labor 
cost needed to produce the maximum profit output. 

3. The amount of the payroll guaranteed is more than the total 
labor cost needed to produce the maximum profit output. 


Flt is obvious that in the first two cases the optimum output position 


of the firm will not change. It is only the third case, represented in 
the above diagrams, which is of interest. Under the assumption that 
the employer retains the right of unilateral decision over the number 
of employees which he hires, it is rather unlikely that he will find 
himself in this position unless he is a poor planner. As long as he 
can set the number of his employees, he will never hire a number 
greater than that which he knows he can fully employ for a year. 
Therefore the guaranteed payroll will not, even with a guarantee of 
100 per cent of the working force, be larger than that which he would 
have paid without the guarantee. The fact that a fixed group of men 


® are assured that they will be the ones to share the payroll is only a 


slight change in degree of the usual restrictions on the employer’s right 
to fire as expressed in labor contracts. A payroll larger than that which 
would have been paid without the guarantee would be common if the 
trade union and the employer negotiated the number of employees to 
be hired. 

Proponents of annual wage guarantee plans have not asked that the 
size of the work force be a matter of negotiation, although in a few 
cases where plans are already in existence it is, but their arguments 


s Imply this request. Trade unions will not be long in realizing that only 


+ 


il they have some control over the number of employees can an annual 
wage guarantee in a non-seasonal industry yield to labor, year after 
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year, anything above what they would have had without the guarante. 
If they do not have this control in some form, employers can redyc 
their work force at the beginning of each contract year to a minimyy 
and hire temporary workers as they need them. In fact this practic 
coupled with a seniority qualification for a guarantee, would void th 
value of any guarantee. 

The third case is important not as an analysis of the position oj 
the entrepreneur who has made a poor estimate of his labor nee 
but of the entrepreneur who is forced at the negotiation table to hire 
more workers than is consistent with his greatest profit. This sity. 
tion is, wherever the trade union is stronger than the employer, ; 
logical development of collective bargaining under annual wage guzr. 
antee plans. Here the employer is likely to be forced to accept wha 
he does not want, as is the union, when the positions are reversed. 
There are many possible combinations of different degrees of power 
on either side, but because of the very nature of collective bargaining 
no precise formulation of the outcome of clashes between different 
degrees of power is possible. A recent, attempted tabulation gives a 
illusion of predeterminate exactness to the results of collective bar. 
gaining which, because of the uncertainty introduced by bluff, cannot 
exist.® 

In Diagram I, the case of a firm with a competitive product market, 
total costs are higher at OA output, and over the output range to 03, 
than before the plan was adopted. The entrepreneur must determin 
the optimum volume of production under the new conditions, and the 
optimum amount of that volume to sell in the first year of the plan. 
The entrepreneur with a competitive product market, who expects 
change in the price or demand for his product from Year One to Year 
Two, will sell in Year One all that he produces in that year. The 
increase in his profits gained from selling the additional production in 
Year One is greater than would be the discounted future profit from 
selling it one year hence. Even if a price rise were expected it i 
unlikely that it would be large enough to cause an entrepreneur in: 
competitive market to hold part of his stock for future sale. An e 
pected price rise is usually not thought of as a large jump in pric 
but as the culmination of a rising trend of prices. The fact that the 
entrepreneur has no control whatsoever over this price also wouli 
deter him from holding any of his product as a speculative investmen! 

He may produce OA, or he may produce OB. Following tradition 
analysis, the determination of his optimum output depends on tit 


*See J. T. Dunlop, Wage Determination under Trade Unions (New York, Macnils, 
1944), p. 91, and Review of Economic Statistics, Vol. 27, No. 1 (Feb., 1945), p. 35, foo 
note 4. 
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elasticity of the revenue curve and the slope of the new total cost 
curve, since these determine profits. Because by hypothesis the demand 
curve is perfectly elastic, the change in the volume of the most profit- 
able output will depend mainly on the level and slope of the new total 
cost curve. The difference between the slopes of the new and old total 
cost curves, or between the marginal cost curves, will depend largely 
on the relative amount of labor cost per unit of output. If the old total 
cost curve represented four outlay units of labor and two outlay units 
of raw materials, it would be rising at the rate of six units (assuming 
only two variables), the new one at the rate of two. The larger the 
labor cost per unit of output, the flatter the total cost curve becomes 
and the more probable that a larger output than the original one is 
the most profitable one. Other factors influencing the volume of the 
most profitable output is the effect of the increased demand of the 
entrepreneur on the prices of the other factors which he must buy and 
the possibility of greater utilization of existing plant and machinery. 
The smaller the entrepreneur’s influence on factor prices and the less 
additional plant and equipment needed, the larger the new maximum 
profit output will be. In the determination of the new optimum output 
the size of the imposed cost in relation to the “normal” labor cost is 
paramount. The problem is to maximize the new profit, or the difference 
between the total revenue and the new total cost. The total revenue 
will increase because more units are sold; total cost will increase partly 
because more units are produced and partly because of the imposed 
fixed labor cost. The output at which this difference is largest is the 
entrepreneur’s new optimum output. 

If the firm has a competitive product market the new equilibrium 
output will be OB. Since the new total cost curve in many cases will 
have a kink at D, proof that OB output is the entrepreneur’s most 
profitable one cannot rest on the fact that at this output the marginal 
cost equals the marginal revenue or price. There are two marginal cost 
curves involved: the one derived from the new total cost curve ED 
and the one derived from the old total cost curve FDG, which the new 
one joins. At D, where the direction of the combined total cost curve 
EDG changes, there is no unique marginal cost. Since by assumption 
the new total cost curve joins the old one beyond the point where the 
marginal cost equals the price, marginal cost will increase faster than 
marginal revenue at outputs greater than OB and will increase at a 
slower rate at outputs smaller than OB. The entrepreneur will tend 
to stay at D, or continue to produce OB regardless of changes in the 
price of his product. This rigidity of supply by the individual firm is 
maintained because OB remains the most profitable output even when 
there is a large change in the price of the product. 
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The entrepreneur with a product market typified by monopolistic 
competition but whose product, because of quick deterioration, obso. 
lescence or some other factor, cannot be stocked from one year to the 
next will also sell in Year One all that he produces in that year. Unlike 
the entrepreneur with a competitive market he may not find OB o; 
O’B’ to be his optimum output. If the demand for his product over 
the A’B’ output range were inelastic, the entrepreneur would have to 
reduce the price of his product drastically to sell more units of it and. 
therefore, his total revenue will not increase as rapidly as if the demand 
were perfectly elastic; in fact, it may decrease. His optimum output 
may be anywhere between O’A’ and O’B’ or either of these two limits 
As before, it will be the output which maximizes the difference between 
the old total revenue curve and the new total cost curve. 

The entrepreneur with a market typified by monopolistic competition 
and whose product can be stored one year and sold the next may not 
wish to sell all of his additional output in Year One. He wiil consider 
his costs and revenue for Year One and Year Two together. Since there 
are no prohibitions against the entrepreneur’s firing as many of his 
employees as he wishes at the end of Year One, he can balance his 
enforced overproduction in Year One by piling up inventory and, 
unlike the other two entrepreneurs already considered, produce less 
than he would otherwise have done in Year Two. He retains the 
opportunity to produce his optimum output, only he considers his 
production period to be two years, not one. As seen in Diagram I! 
he may produce A’C in addition to his original output in Year One. 
He will sell, however, only that part of it in Year One which will 
increase his total profit in that year by an amount which just equals 
the profit he would get by selling it in Year Two. In Year Two he will 
produce less than he would have had produced if the additional cost 
had not been imposed in Year One. He will employ less labor in Year 
Two, the amount depending on the slopes of his total revenue and 
cost curves. In Year One, by assumption, the marginal revenue product 
of labor is less than its marginal cost. If the entrepreneur employs less 
labor in Year Two than he otherwise would have, labor’s marginal 
revenue product in that year would be greater than its marginal cost 
Over the two years he can balance these amounts and attain the pro- 
duction volume which will be the most profitable possible for the 
two-year period. 

In the diagram below dollars are on. the Y axis; the number o! 
workers on the X axis. It is assumed that conditions are identical over 
a two-year period. Employment of OA labor yields the maximum proit 
in Year One, but the entrepreneur is forced to employ OB labor. AB 
equals A’B’. Will the entrepreneur’s demand for labor in Year Two be 
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diferent from what it would have been if no guarantee had been im- 
posed in Year One? (Storage costs and discounting for time are omitted 
‘or clarity of argument.) The marginal revenue of Year One, which de- 
nends on the amount of sales, é.e., on the production of Year One minus 
the quantity of that production which is stocked, must be equal to the 
marginal revenue of Year Two, which depends on the production of 
Year Two plus the quantity stocked in Year One to sell in Year Two. 
In other words, the slope of the total revenue curve at Z must equal 
the slope at Z’, and thus the same amounts must be sold each year if 
maximum profit over the two-year period is to be realized. The mar- 
cinal revenue of Year Two must equal the marginal cost of Year Two, 


YEAR TWO YFAR ONE 


which depends on the production of that year, or the slope at G must 
equal the slope at Z’. The case in Year One is more complicated because 
the slope of the total cost curve at D is changing discontinuously. The 
forward slope at D must be greater than the slope at Z and the back- 
ward slope at D less than the slope at Z. Since there are three equations 
and three unknowns—production in Year One, production in Year Two, 
and the amount of goods which are produced in Year One and stocked 
to sell in Year Two—the problem is determinate, and the entrepreneur’s 
demand for labor in Year Two, which depends on the production of that 
year, in most cases will be less than if an amount of labor greater than 
that consistent with optimum output had not been imposed in Year One. 

‘he limit on the size of the imposed labor cost is smaller if the 
number of people hired is determined solely by the entrepreneur than 
if mutually by the trade union and the employer. Let us assume a 
negotiated annual wage rate of $2,000. The employer will estimate 
for different outputs his total costs at this rate and in conjunction with 


| 
Q 
R ' 
K 
will 
uals 
cost 
les 
inal 
ost 
ro- 
tne 
yver 
AB 
» be 


878 THE AMERICAN ECONOMIC REVIEW [ DECEMBER 


his total revenue curve will chose the output which gives him the 
greatest profit. As he knows his production function and the price of 
labor, he can determine the number of people, say twenty-five, which 
he can most profitably hire. Can the trade union force him to accept 
twenty-six or more workers at that wage? If the trade union’s bargain. 
ing power is greater than the entrepreneur’s, it can, as any other monop- 
oly, absorb the profits as an economic rent. It could do this either by 
forcing the entrepreneur to hire more workers than he would wish to 
at the negotiated wage rate or by a policy of wage discrimination. The 
trade union can force the entrepreneur to hire more than he wishes by 
presenting him with only two alternatives: twenty-six workers at $2,000 
a year or no workers at all. As long as the first alternative allows the 
entrepreneur some profit he will, if his decision is an economic one, 
prefer it to shutting down. If the trade union’s bargaining power is 
strong enough it can theoretically increase its demands until the 
entrepreneur’s total cost is just a little smaller than his total revenue. 
The more liquid the entrepreneur’s capital and the less prevalent annual 
wage guarantee plans, however, the more likely that the entrepreneur, 
threatened with a continuation of these tactics, will shut down and 
invest his capital in a more profitable business even though he may not 
have experienced any actual loss. 

The effects of the adoption of an annual wage guarantee plan by the 
entrepreneur of a non-seasonal firm will depend largely on whether 
the imposed labor cost is greater than what the firm would have 
absorbed without the plan. If it is not greater, all the economic effects 
may be channeled through the resulting changes in the labor supply. 
The effect of greater security on the labor supply is virtually an 
unexplored field and the author, as yet, has not studied it sufficiently 
to come to any conclusions. Interviews with union men, primarily with 
those in seasonal industries, however, imply that security is sufficiently 
prized for many to acept a 5 to 10 per cent wage cut to get it. That it 
is so prized by those in non-seasonal industries is not so likely and 
that union leaders would exchange any general wage cut for guarantees, 
especially in the reconversion period when elimination of overtime 
alone will drastically cut weekly paychecks, also seems unlikely. A 
secondary effect on the labor supply may be traced through the probable 
reduction in the number of working wives of men granted the security 
of annual wages. 

The effect of security on the quality of the labor supply is briefly 
discussed by Sir William Beveridge in his Full Employment in a Free 
Society.? He believes that under his plan of full employment, whic! 


*W. H. Beveridge, Full Employment in a Free Society (New York, Norton, 1945) 
pp. 194-98. 
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afiords greater security than the annual wage guarantee, the possible 
loss of efficiency is outweighed by the gain from eliminating opposition 
to technological change. This outweighing advantage does not, however, 
exist under annual guarantees. Rather, opposition to technological 
change culminates to the end of the contract period and is all the 
stronger since that is the only time when introduction of machinery 
can force guaranteed employees out of work. Once the negotiation is 
over, opposition to new machinery which can be absorbed by normal 
turnover and expansion will be small. 

The effect of annual wage guarantees on industrial discipline would 
not be as great as that of a more continuous guarantee of income, 
such as Beveridge describes. In contrast to the fear of idling on the 
job, other employers have felt that once a worker has some measure 
of security he will be a more productive worker and that in general 
labor relations will be improved. The question of whether the supply 
curve of labor in terms of quantity and quality moves right as a whole, 
or over a particular range, as the security of the worker increases needs 
to be further investigated. 

If the annual wage guarantee plan imposes a labor cost greater than 
that which would have been absorbed without the plan, additional 
effects may be expected. By hypothesis the trade union would gain for 
the year of the guarantee a larger total payroll paid to its members. 
Whether the latter condition can be continued in the long run depends 
on whether the entrepreneur or the trade union has greater bargaining 
power. There is no measure of this power or of the ability to use it. 
Acting as positive limits are the possible bankruptcy of the entre- 
preneur, on the one hand, and the trade unionists collective refusal to 
work, on the other. If the number of workers hired is mutually deter- 
mined by the entrepreneur and the trade union, a condition under 
which this case is most likely to occur, the range of bargaining is 
extended beyond that which would be established under unilateral 
hiring, but the determinants of the relative strengths of the two parties 
and the positive limits on them are the same. The widening of the area 
of bargaining makes it possible for a trade union whose bargaining 
power is far greater than the employer’s to approach more closely the 
latter’s limit without forcing him into bankruptcy. It also allows an 
entrepreneur with extreme power to approach more closely the trade 
union’s limits without forcing a strike. 

The relative bargaining powers of the trade union and the employer 
under both types of collective bargaining will be affected primarily by 
whether the product can be stored from one year to the next, and 
secondarily by the firm’s profits, the firm’s cost position within the 
industry, and the substitution of less expensive factors. 
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If the entrepreneur cannot store his product, the relative bargaining 
powers—for the moment we exclude the effect of the secondary fac. 
tors—will not, regardless of the size of the imposed labor cost, change 
from one year to the next. The trade union’s opportunity to impose, I 4 
year after year, a labor cost greater than that consistent with the firm’s 
optimum output will remain the same. If, however, the product js 
storable, the entrepreneur will probably reduce his production and his 
demand for labor in Year Two. The trade union’s bargaining power 
will be decreased and its opportunity to impose an annual wage guar- 
antee greater than that consistent with the firm’s optimum output in 
Year One is reduced. 

Among the determinants of the relative bargaining powers are the 
modifying secondary factors already mentioned. Profits over past years, 
and at the end of the year, indicate the limits to which the trade union 
may push its demands and also indicate the possible lockout strength 
of the entrepreneur. The cust position of the firm in the industry is 
closely related to the question of profits. Low cost firms have large T 
profits; high cost firms, low ones. The long-run picture of possible Ww 
competition of “non-annual wage guarantee firms” with their more w 
flexible and in some cases lower labor costs presents the same com- 
plications as does the more familiar non-union firm and union firm de 
competition. If the substitution of a less expensive input factor for b 
labor is possible, the demand for labor and thus its bargaining power 
are decreased. As long as the imposed wage bill is such that the wages 
paid to any worker are greater than his marginal revenue productivity, s( 
the entrepreneur will wish to substitute either machinery for that labor, ir 
or by dilution of skills, cheaper labor.*® This condition exists whenever ai 
the amount of payroll guaranteed is greater than the total labor cost 


needed to produce the optimum output, since even if the wage rate is n 
kept at its old level, the marginal revenue product of the imposed D 
additional workers will be below this wage. Substitution of machinery C: 
for labor is especially important when a change in conditions causes a 
a larger output than formerly to be the optimum one, because the fe 


entrepreneur will, under the guise of expansion, increase the amount 
of machinery relative to the amount of labor. 


In the long run if the trade union’s bargaining power is consistently I 
greater than that of the employer’s, it can continue to get a larger than n 
optimum output return for labor up to the point of forcing the t! 
entrepreneur out of business. If the payroll is consistently larger than a 
the marginal revenue productivity of the workers, economic rent, either a 
due to restricted entry to the industry or an unique advantage of the b 


” The condition of union shop imposed at the beginning of this discussion limits substitu- 
tion of cheaper labor primarily to cases where dilution of skills is possible. 
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arm, must exist. The entrepreneur’s losses or gains under different 
conditions have in large measure been implied since they are com- 
oe mentary to the trade union’s losses or gains. To the less measurable 

.dvantages for the firm, increased productivity and improved labor 
relations, may be added the claim of reduced labor turnover. Although 
here are no satisfactory statistics proving that labor turnover is smaller 
in a pl ints with annual wage guarantee plans, it is very probable. Be- 
cause of greater retention of more skilled and efficient workers there 
is some reduction in costs which, however, may be offset by an increase 
in costs incurred through greater difficulty in getting rid of inefficient 
workers. 

The firm in a seasonal industry has been isolated in the discussion 
because it is easier to handle after a more general analysis has been 
set up. In discussions of annual wage guarantee plans it is this type 
of firm which people think of as being both most in need of such a 
plan and yet presenting the most difficulties in the way of its adoption. 
Three types of seasonal industries may be distinguished: (1) industries 
where the supply of raw materials is subject to large seasonal variation 
while the consumer demand for the finished product is constant; 
(2) industries where the supply of raw materials is constant but the 
demand for the finished product is variable, and (3) industries where 


f both the supply of raw materials and the demand for the product are 


variable. Annual wage plans have been successful in the first type of 
seasonal industry—Hormel in meat packing, Procter and Gamble in 
soap—but rarely in the other two, and it is in the latter type of 
industry, consumer durables and producers’ goods, where unions today 
are asking for annual wage guarantee plans. 

The firm in a seasonal industry, even though its annual output is its 
maximum profit one, has excess capacity at all times except at the peak 
period of production. If the entrepreneur can wipe out this excess 
capacity by continuous production at a constant level, his fixed costs 
and thus his total costs would be lower as he would require less plant 
for a given output. That employers are aware of this is indicated by 
the following: “The Ritter Dental Manufacturing Company made a 
study which indicated the definite seasonal character of their business. 
They then determined the additional value in inventory required to 
manufacture on a level basis. The result of their calculations showed 
that the cost of carrying additional inventory, both in storage expense 
and in interest on investment was more than offset by the cost of the 
additional investment which would be required in machinery and 
buildings to manufacture according to seasonal trend.””* The guarantee 


“E. S. Smith, Reducing Seasonal Unemployment (New York, McGraw-Hill, 1931), 
p. 237 
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of an annual wage, by making a much larger part of the entrepreneur’; 
cost a fixed cost, generally makes a constant level of production more 
economical than a seasonally fluctuating one. The guarantee by forcing 
a constant level of output will not, however, reduce costs below those 
incurred before the plan was in operation unless the entrepreneur were 
previously inefficient. 

If the factor market is seasonal, production may be leveled by the 
storage of raw materials; if the product market is seasonal, by the 
storage of the semi-finished or finished product. The storage costs, 
which include the expense of physical storage and the interest on money 
tied up in the stocks, will vary as between firms in the same industry 
as much as between industries. Roughly speaking, the more excess 
warehousing capacity, the better the entrepreneur’s credit, the smaller 
the physical storage cost in relation to the value of the product, then 
the larger is the quantity which is profitable for the entrepreneur to 
stock. Actual storage cost may be high because of pure bulk, because 
of the need for excessive measures to prevent deterioration or stealing, 
or because of anticipated losses through obsolescence. How these diff- 
culties may affect decisions in a particular industry is indicated by the 
National War Labor Board’s comment in its decision in the recent Steel 
case: “Apparently the products of this industry and the buying habits 
of its customers do not lend themselves readily to the manufacturing 
and storing of inventory. There are some minor exceptions, like stand- 
ard pipe, wire products and semi-finished items. The great variety of 
sizes, shapes, finishes, treatments, and grades demanded and the phy- 
sical problems of storing, handling, preserving against deterioration, 
when coupled with the sporadic buying characteristics of the automo- 
bile, heavy construction, railroad and oil-well industries make it plain 
that as a practical matter employment cannot be steadied by manv- 
facturing for inventory when customers decline to use the production 
of the steel industry.” 

The National Industrial Conference Board made a study in 1940 
of 203 companies, employing 1,200,000 men, which had made some 
attempts to level out their employment. The methods most frequently 
used by entrepreneurs were: 64 per cent stocked finished products; 
49 per cent transferred workers to where needed; 41 per cent used a 
flexible work week; 40 per cent trained workers for more than one 
job; 23 per cent started to manufacture a product the demand for 
which was complementary with the demand for their original product; 
and 22 per cent scheduled maintenance work in slow production 
periods.** 


US. NW.LB, Report of the Steel Panel, Case 111-6230-D (14-1, et al.), p. 1% 
*NI1C.B. Reducing Fluctuations in Employment (Stud. in Personnel Pol., 27, 1940 
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Actual practices of entrepreneurs are described in some detail in 
order to show what can be done to even out employment over the year 
and, therefore, to what extent annual wage guarantee plans are feasible. 
It is obvious that certain technological requirements, coupled with a 
seasonal demand of great amplitude and uncertainty, would make 
adoption of these plans impracticable in some industries. The law 
governing penalty overtime payments recognizes these difficulties and 
within limits exempts from penalty overtime payments employers who 
guarantee an annual wage. 
~ The firm in a seasonal industry theoretically presents the same prob- 
lems as does the firm in a non-seasonal industry. Our previous 
differentiation between the entrepreneur who can stock his product in 
Year One to sell in Year Two and the entrepreneur who cannot be- 
comes a differentiation between the entrepreneur who can stock his 
finished product (or the factor whose supply is seasonal) in his slack 
season to sell in his busy season, and the one who cannot. The solutions 
are the same. The economic argument for determination of the maxi- 
mum profit output for a year of guarantee has not changed. The only 
part of the problem which has changed is the length of the guarantee 
in relation to the time periods being discussed. This becomes important 
if the entrepreneur cannot level out production over the year, either 
by piling inventory or by some other means. In agricultural or food 
processing industries, where the busy season may be for only a few 
months of the year, the annual guarantee as we have described it is 
not applicable. To guarantee a fixed number of men an annual wage 
totaling a larger than optimum output payroll; or even equal to or 
slightly less than the optimum output payroll, would mean that the 
entrepreneur’s labor supply would be too small in peak seasons, too big 
in slack ones. The possible solutions are to guarantee the annual wage 
of only a percentage of workers, to shorten the guarantee from an 
annual wage to the number of months the industry actually works, 
or to dovetail employment of firms in different industries. The latter, 
which is most preferable from society’s point of view, is not always 
possible. Doing away with all seasonal unemployment may not be 
desirable since part of the labor supply, housewives, college students, 
etc., want only seasonal work. 

Although the effects of a guarantee adopted by a firm which can 
even out its production over the year are generally the same as if the 
firm were in a non-seasonal industry, there are some differences. The 
guaranteed worker gains a larger increase in security since the incidence 
of layoff in a seasonal industry is much greater than in a non-seasonal 
one. The number of unemployed in the union will increase but each 
worker will be more steadily employed over the year. Although the 
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demand by the firm for labor in terms of hours may be the same o, 
greater, its demand for labor in terms of workers will be less. Increase 
in fixed costs will make it profitable for many employers, for whom 
it was previously unprofitable, to level out their production. They 
will attempt to pass along the cost of maintaining inventories to some 
other firm in the chain of production or, if possible, to the consumer. 
One firm may wipe out its seasonal unemployment only to create it ip 
another firm. 

Adoption of an annual wage guarantee by an industry. It is possible 
that, with the extension of industry-wide trade union contracts, a whole 
industry may adopt an annual wage guarantee plan. As we have seen, 
if the guarantee imposes a labor cost which year after year is equal 
to or less than the labor cost consistent with a firm’s optimum output, 
it will have no effect on the firm’s volume of output or demand for 
labor. If all firms in an industry adopt such guarantees their initial 
total demand for labor hours will also be unchanged. To the extent that 
the firms, however, employ fewer workers for longer hours, as would 
be typical of those in seasonal industries, the industry demand for 
labor in terms of number of men will decrease. The supply curve of 
labor to the industry may shift to the right, resulting in a lower average 
unit cost and, depending on price policy of the firm and demand for 
its product, possibly greater production and employment. Regardless 
of the effect on average unit costs, the marginal cost of each 
firm will be lower and competition will, in the long run, drive down 
the product price. Recognition of discontinuity in the marginal cost 
curve, corresponding to the kink in the total cost curve of each firm, 
will temper the price competition. In the long run, however, profits 
will fall, disinvestment take place, and the industry demand for labor 
decrease. 

If the guarantee imposes, year after year, a labor cost greater than 
that consistent with each firm’s output, either because of poor planning 
by the entrepreneur or the extension of collective bargaining to include 
the size of the labor force, the industry demand for labor will decrease 
still more. If the industry has a competitive product market and it is 
assumed that firms are identical, each firm will earn “normal profits.” 
The firms will react as they would to an increase in the cost of labor 
and, if they have great enough bargaining power, will substitute ma- 
chinery for labor; if not, they will raise the price of their product. 
If the total demand for the industry’s product is inelastic, revenue wil 
fall, more disirivestment will take place, and there will be a greater 
decrease in the industry’s demand for labor. If the firms are not 
identical or if the industry’s market is typified by monopolistic com: 
petition, the high cost firms will be forced out of business. The remain- 
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ing firms, finding that the demand for their product has increased, will 
expand production and in so doing will tend to substitute machinery 
‘or labor. The ultimate effect on the price of the product is indeter- 
minate because it depends on several variable factors: at what point of 
its cost curve each firm starts expanding from, the size of the profit 
margins of each firm, the elasticity or inelasticity of demand for each 
frm’s product, etc. The plan will reduce the number of firms in the 
industry and increase the average size of those remaining. It will 
decrease both the short-run and long-run demand for labor by the 
industry and possibly raise the price of the product. From our analysis 
of a single firm in an industry typified by monopolistic competition 
and with a product which can be stocked from one year to sell the next, 
we can conclude that the decrease in demand for labor in this type of 
industry would probably be the greatest. 

If the industry adopting guarantees is a seasonal one which has been 
induced to level production, it will attempt to force other industries— 
its distributive outlet, for example—to bear the increased cost of main- 
taining inventories. The adoption of such guarantees by one or a few 
industries may merely transfer the problem of seasonal unemployment 
to industries which previously were free of it. 

The trade union, by force of bargaining power, might for a time 
maintain employment in the industry at an inflated level. The rate of 
profit in the industry would fall, however, and eventually capital would 
withdraw to more profitable industries. Therefore, in the long run, 
employment in the industry would decrease. If, however, as already 
pointed out, the supply curve of labor to the industry moves to the 
right, pushing down the wage rate as more people are attracted by 
the greater security, employment in the industry may increase with- 
out artificial support. 

Adoption of an annual wage guarantee by all industry. General 
adoption of annual wage guarantee plans by all industry has been 
considered by some to be a means of minimizing the business cycle 
and unemployment. This favorable conclusion generally follows from 
observation of the successful working out of its adoption by a single 
firm—usually George A. Hormel and Company—or from tracing the 
favorable effects of such a plan on the consumption function and ipso 
facto on the national income. 

[t holds in this problem, as elsewhere, that one cannot argue from 
the particular to the general, from one firm’s experience to society’s. 

A. Hormel and Company, which has had an annual wage 
iarantee plan since 1931, is the only factory in Austin, Minnesota, 
its policies affect every family in that community. Therefore, 
proponents of annual wage guarantee plans state that the company’s 
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successful experience “suggests that making part of our economy more 
stable will help to make the remainder more stable, and at the same 
time will give rise to new job opportunities.”** The position of one 
firm in one town is not, however, analogous to that of thousands of 
firms with different cost curves competing among themselves in the 
same markets. Although Hormel’s happy experiences with their plan, 
which incidentally has never been tested by depression,** might suggest 
that general adoption of such plans would have a favorable effect op 
society; it can do no more than that, merely “suggest.” 

The argument favoring these plans, which is developed from their 
influence on consumption, has more validity. Before discussing it 
however, let us set up assumptions concerning the general adoption of 
these guarantees: 

1. An annual wage guarantee plan is generally adopted by all 
employers; 

2. The employer alone decides the size of his labor force; 

3. The guarantee is equal to the total payroll consistent with each 
firm’s optimum output; 

4. The guarantee is for one year and is renegotiated annually: 
and termination dates of the guarantees, as those of present labor 
contracts, are scattered over the year. 

5. If a firm goes out of business during the guarantee year, the 
government takes over the guarantee for the remainder of that year; 

If the above program were enforced by government decree, what would 
be the effect on the business cycle? On employment? 

A general guarantee will increase the rigidity of the cost structure 
in so far as industry does not have wage contracts prior to its introduc- 
tion. Because it will make labor a fixed cost for a period of one year 
and, therefore, increase the entrepreneur’s risk it will deter investment. 
On the other hand, a general guarantee will require greater investment 
by industry in the larger inventories necessary for leveling production. 
During the first years of the plan the velocity of money will increase 
as people with more secure incomes will save less. The inflationary 
effect will be felt until a new spending level is reached. Since we are 
primarily interested in whether guarantees can mitigate cyclical unem- 
ployment, let us assume that they have been generally adopted and 
for some reason the upper turning point of the cycle has been reached 
and the downswing has set in. 

As a larger volume of inventories has been created the entrepreneurs 


“United Steelworkers of America, Brief Submitted ... to... N.W.L.B. Case No 
111-6230-D14-1, et al., p. 57. 

“ Not until 1936 were over 50 per cent and not until 1938 over 95 per cent of ther 
employees covered by the guarantee. 


ually: 
labor 


ir. the 
year; 
would 


ucture 
roduc- 
> year 
‘ment. 
tment 
ction. 
rease 
onary 
e are 
Inem- 
1 and 
ached 


leur’s 


RICARDO: ANNUAL WAGE GUARANTEE PLANS 887 


desire to cut production will be greater; but he cannot economically 
cut production unless his total fixed costs including labor are small. 
Since this cost pattern is rare, production and employment in the 
economy as a whole will be more gradually curtailed and the upper 
turning point or crisis be less sharp. Wages and salaries paid out will 
not drop abruptly because wage cuts and firing of workers for, say, 
an average of six months are impossible.** The usual manifestations of 
a crisis which will immediately appear are a fall in prices, losses on 
the part of entrepreneurs, bankruptcies, and a smaller volume of 
investment. Output, employment and wage rates will continue much 
as before. 

The stability of output and employment at the crisis will be a new 
phenomenon, but that of wage rates will not be. The latter, therefore, 
cannot be considered a special effect of the general acoption of annual 
wage guarantee plans. Since the government will take over the guar- 
antees of firms going out of business, employment and wage rates are 
both maintained and it is thus reasonable to assume that wage earners 
will maintain their demand. Many proponents of these guarantees 
identify the effective demand of wage earners with that of consumer 
purchasing power and imply that maintenance of the latter will ensure 
maintenance of employment. These ideas are implicit in the following 
statement of the labor panel in the recent Steel Case: “The maintenance 
of purchasing power sufficiently high to maintain the present employ- 
ment level is precisely the purpose of the annual wage.” 

The fact that wage earners will continue to spend the same amount 
as they did before does not mean that total consumer demand will 
be the same as before. All consumers are not wage earners. Lower 
dividends and entrepreneural losses will mean some cut in consumer 
consumption. Consumer expenditures most sensitive to the business 
cycle are those spent on luxuries, on goods and services which the 
wage earner does not buy. Among items classified as those with a 
high income elasticity are the following: meals and beverages pur- 
chased in dining cars, fur storage and repair, jewelry and watches, 
domestic service, brokerage charges and investment counseling, taxi- 
cabs—fares and tips, admissions to theater and opera, etc.” It is 
true that only a small amount of total expenditures fall in these cate- 
gories, but it is these expenditures which will fall first and it is in 


“Since the termination dates of the guarantees are scattered over the year, six months 
would be the average of the unfulfilled portion of annual guarantees in force when the 
crisis strikes, 


“US. NW.LB.. Supplemental Opinion of Labor Members of the Panel. Case III- 
6230-D (44-1, et al.), p. L-43. 
urvey of Current Business, Jan., 1945, p. 10. 
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these in which we are most interested, because of the limited tim, 
element in this type of guarantee. 

It is also possible, of course, that if workers are well informe, 
both as to general economic conditions and those in their own jp. 
dustry and plant they, too, will restrict their expenditures. Thi; 
seems unlikely for three reasons: (1) Wage earners are not that 
well informed nor is it necessarily to the interest of their union ty 
so inform them. (2) Many workers spend most of their earning 
on necessities and cannot greatly restrict their expenditures. (3) 
People do not change their consumption habits in advance of a decline 
in income; in fact, legal contracts (rent, installment buying, etc) 
and inertia delay curtailment even after income has dropped. 

Let us grant that annual wage guarantees will maintain consumer 
purchasing power at the upper turning point of the crisis, at least {or 
a period of six months. Is this maintenance of purchasing power 
sufficient to stave off a depression? 

Although there are different beliefs as to the cause of depressions 
there is general agreement that decline in business profits until losses 
are eventually realized and a falling off of investment are among the 
main manifestations. Not until profits and investment are revived 
will an upswing set in. The cure of a depression does not necessarily 
have to be the removal of the causes which created it, but it must be, 
if we are to retain our present economy, something which clearly 
will encourage investment. Impetus to invest may originate in the 
possibility of higher profits because of the lowering of costs through 
technological advances, falling wages, falling interest rates, etc.; 
or investment may be directly stimulated by an increased demand for 
more producer goods either on part of private business or the gov- 
ernment. Mere maintenance of purchasing power cannot induce net 
investment expenditures and thus prevent or minimize a depression. 
Net investment is derived from consumer demand only if the latter 
increases, so that existing plant and equipment is insufficient to satisfy 
it. Merely maintained consumer demand does not require for its 
satisfaction any additional producer goods. Maintenance of consumer 
purchasing power can only affect investment if it is upheld over such 
a long period that the plant and equipment satisfying that demand 
wears out and creates a need for replacement investment. This effect 
is unlikely because of the very shortness of the guarantee. The main- 
tenance of purchasing power can prevent a depression, defined in 
terms of mass unemployment, only if it continues until investment 
revives. This actually happened, although without artificial support, 
in the minor 1923-24 recession. 

If the guarantee were for a longer period of time so that wage 
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sarners’ demand could be maintained, say, for two years, it would 

\bably—through eliminating the depressing multiplier effects of 
loss of investment and by giving time for greater liquidity and creation 
of demand for replacement investment—both decrease the amplitude 
and length of the fluctuation. This, althcugh theoretically an in- 
teresting case, has little practical application since it is hard to conceive 
of a voluntary or imposed guarantee of four years. Similar results 
in lesser degree would be.obtained, however, in so far as the trade 
unions can, year after year, by superior bargaining power force the 
employers to hire more than they otherwise would have hired. If 
il] industry were so treated the industrial structure would adjust to 
the increase in the cost of labor and would not, as under partial 


| adoption of the guarantees, be continually distorted to meet the in- 


creasing labor costs in different sectors as the latter adopted guarantees. 
This situation is hard to picture as a practical procedure since 

implies either that each trade union has greater power than 
the firm with which it is bargaining or that the government will 
enforce by decree an over-all, inflated employment level. During the 
period of adjustment new investment generally would be deterred by 
the increase in labor costs which would initially reduce profits. In the 
early stages some new investment would occur as capital shifted 
to industries using relatively less labor. New investment would 
also be induced from the increase in consumption out of the higher 
incomes of the inflated employment level. It would not continue to 
be induced, however, when the effects of the increased income on 
money velocity and the income itself leveled off. Since income that 
previously was part of profits would, under the revised assumptions, 
become wages, some redistribution of the national income would be 
effected in the short run. Gradually new investment, deterred by small 
profits, would decrease and unemployment, as guarantees terminate, 
would increase. The former redistribution of income would be reversed 
and probably the favorable effects outweighed. The whole process 
would take several years. 

The question of whether over-all guarantees with government back- 
ing can be successfully fitted into complementary federal fiscal policies 
cannot be discussed here. General adoption of annual wage guarantees 
under the original five assumptions will not prevent a depression and 
cyclical unemployment; it will merely postpone them.’® Annual wage 


t that there are larger inventories in existence does not necessarily mean that 

roduction, when it comes, will be more severe. The increase in inventories 
ed by the leveling of production and, although inventories may be at a‘higher 
t the beginning of the depression, they also cannot fall to as low a level as they 
if there were no guarantees 


890 THE AMERICAN ECONOMIC REVIEW 


guarantees will wipe out seasonal unemployment. The solving of 
seasonal unemployment will mean that no workers are partially 
unemployed but a larger number are fully unemployed. This may 
be desirable. Continual insecurity of employment and frequent un- 
employment is destructive of human resources. Attempts to dovetail 
relief and public employment with intermittent private employment, 
especially when people have attachments to particular industries and 
even firms, are more difficult than to provide for outright unemploy- 
ment. In the latter case people are more willing to learn new skills 
and build up new employer-employee relations. An annual wage 
guarantee is not, however, of long enough duration to solve the prob- 
lem of cyclical unemployment. Even if such guarantees of the necessary 
duration—that is, of the average cycle—were possible we would be 
confronted with a new problem of a large “hard core of unemploy- 
ment.” There would be no cyclically unemployed; but a greater num- 
ber of secularly unemployed. 

Proposed annual wage guarantees do not increase the real national 
income; they merely redistribute it. If our present economy were a 
full employment economy, general adoption of these guarantees would 
be highly desirable. It would substitute the economic cost of keeping 
idle goods for the more than economic cost of maintaining idle labor 
and plant. But in a society which has trouble in providing employ- 
ment for all its members, a situation in which 90 per cent of the 
labor force is fully or partially employed and 10 per cent unemployed 
may be preferable to one where 80 per cent are fully employed and 
20 per cent unemployed. 
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BRITISH POLICY AND A WORLD ECONOMY 
By E. M. BERNSTEIN* 


I 


The primary economic objective of the United Nations is the restora- 
tion of a unified world economy in which international trade and 
investment can be carried on without the restrictions that isolate 
countries and the discriminations that divide them into blocs. While 
international trade and investment cannot be entirely freed from re- 
strictions and discriminations, such practices can be kept within moder- 
ate limits through international agreement and under international 
supervision. In this way, progress can be made at once toward a world 
economy. 

The restoration of a world economy requires the participation of all 
the great trading countries in a common prograrn directed toward this 
end. The essentials of such a program are already clear. It would require 
international codperation to expand trade and investment by reducing 
tariff and other barriers to trade, by facilitating international invest- 
ment for productive purposes, and by maintaining orderly exchange 
arrangements. If the United States and Britain were to adopt such a 
policy, there can be no doubt that they would have the support of the 
other nations. On the other hand, if these countries were to pursue 
conflicting policies, the restoration of a world economy would be 
impossible. 

The program for international economic coéperation has received 
widespread approval in the United States. In large part this is a 
reflection of the conviction that a world economy, where exporters 
sell and importers buy in the best markets, offers the greatest general 
advantages from international specialization. It would be a mistake, 
however, to overlook the tremendous importance the American people 
attach to international economic codperation as part of the broader 
program for a peaceful and prosperous world. The American people 
are committed to world organization through the United Nations. They 
have shown through adherence to the International Fund and Bank, 


_ "Professor of economics at the University of North Carolina, Mr. Bernstein is now on 
‘eave with the Treasury Department. The views he expresses are his personal opinions only. 
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through expansion of the Export-Import Bank, and through the exten. 
sion of the Reciprocal Trade Agreements act that they are prepared to 
implement political codperation with economic codéperation. 

In Britain, public opinion is not fully formed on the program to 
restore a world economy. As in this country, there seems to be a strong 
preference to try, if possible, to establish international responsibility 
for the solution of international economic problems.’ The general 
attitude is that in the long run, British prosperity depends on the widest 
possible interchange of goods in a system of multilateral trade and pay- 
ments. But there are short-run problems of enormous magnitude with 
which Britain is immediately confronted. And there remains the ques- 
tion whether the world economy that collapsed in the 1930’s can be 
made to work again in the post war period. 


II 


These uncertainties have made it possible for small but influential 
groups to urge a policy intended to serve what they regard as 
Britain’s special interests in international economic affairs. They assume 
that Britain can secure advantages from planning her trade within an 
area responsive to a British policy largely reflecting British needs. At 
best, such a policy may be no more than an attempt to isolate a so- 
called high trade area from what are regarded as external forces of 
depression originating in an underemployed area, that is, the United 
States.? At worst, it may involve an attempt to exploit the favorable 
position of a large importing country in a world in which export markets 
are inadequate to absorb the surplus of countries highly dependent on 
export trade. 

Strict classification of the opponents of British participation in 4 
world economy is impossible. Three major groups are clearly evident, 
although there is much in common in the programs they propose. 

One group advocates a policy of bilateral trade arrangements. They 
deny that general multilateral trade does bring about the largest volume 
of trade and the greatest advantages from international specialization. 
They hold that for Britain, particularly, multilateral trade offers no 
significant advantages while exposing her to the risks of instability 
abroad. Any decline of imports in one country, they say, necessitates 
a general contraction of trade; otherwise countries that maintain their 


*An able plea in favor of British participation in the program for a unified world 
economy is made in the Labor publication, Political and Economic Planning, n a 
pamphlet “After Bretton Woods,” No. 225 (London), September 15, 1944. See also the 
editorial in The Manchester Guardian, September 17, 1945. 

* This has been the dominant theme of many articles in The Economist (Lond 
particularly, “A High Trade Area,” September 22, 1945, pp. 404-06. 
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J 


imports will be stripped of their monetary reserves. In contrast to this, 
‘hey argue, Britain could enter into bilateral agreements with a number 
of countries for the import of their products with payment to be made 
in the form of an equivalent export of British products. Such bilateral 
agreements would assure a volume of international trade essential to 
the needs of both countries. In time, the bilateral agreements could be 
broadened to cover an enlarged sterling area which could secure for 
itself the benefits of multilateral trade on a limited basis through 
central clearing in London.* 

A second group advocates a policy of increased state control of 
international trade. They urge that the British government enter into 
long-period agreements with other governments for the bulk purchase 
of staple commodities, through a government trading agency. Pay- 
ment for such purchases would be made in sterling which could be 
used only to buy British products. Such agreements, they argue, would 
not only assure Britain a large and steady flow of imports, but would 
also provide a market for British exports in an amount adequate to 
meet her import needs. While this group gives greatest emphasis to 
bulk purchase by the government, they would place other imports under 
the supervision of import boards, to secure the most effective use of 
the foreign exchange resources accruing from British trade and invest- 
ment.* 

A third group advocates a policy of continued maintenance of imperial 
preference and the sterling bloc. They hold that the economic and 
political future of Britain depends upon the strengthening of the ties 
between Britain and the members of the Commonwealth. On the 
economic side, they favor the continuation and the extension of 
the trade preferences under the Ottawa Agreements of 1932. On the 
financial side, they favor the retention of many of the wartime devices 
which permitted transferability of sterling among the countries of the 
sterling area and strict control of transactions with countries outside 
the sterling area. While economic advantages are claimed for these 
arrangements, the fact is that this group ultimately favors such a policy 
for political rather than economic reasons.° 

These various groups have in common their support of a policy to 


bee Balogh, “The Importance of Multilateral Trade for Britain,” Oxford Inst. of Stat., 
Bullet n, August 12, 1944; Paul Einzig, “Schachtian Devices Reéxamined: Bilateralism v. 
Multilateralism,” The Banker (London), September, 1944, pp. 86-89. 


“For a statement of this view, see the speech by Norman Smith, Labor member for 
‘Notlngham South, Parliamentary Debates (Hansard), House of Commons, August 20, 


p. 372-78. 


‘Lord Beaverbrook and L. S. Amery are outstanding advocates of Empire trade 
Prelerence. See Lord Beaverbrook’s editorial in The Sunday Express (London), September 
®, 1945, and L. S. Amery’s letter to The (London) Times, September 15, 1945. 
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establish a British economic bloc. They differ among themselves oy exc 
the principal objectives to be attained and, to a lesser extent, on the — 
measures to be used. The supporting arguments for this policy rest s ! 
completely on an assumption of special conditions and special need; pro 
that it becomes difficult to find an acceptable basis for critical is j 
examination of the policy advocated by these groups. No one can deny - 
that state control of international trade can be used to secure a steady agr 
flow of imports through governmental agreements and that imports pro 
can be diverted in this way from less urgent to more urgent needs. blo 
No one can deny that it is possible to secure more favorable terms wat 
of trade by exploiting the strong position of a large importing country in obj 
a world of inadecuate export markets. But the policy of a British HF ,<: 
economic b/oc cannot rest on such special cases. by 

If a world economy could bring about a large expansion of trade, eral 
the volume of British imports could be increased and British needs T 
could be met more fully without discriminatory arrangements through are 
state trading organizations. And a large expansion of world trade, prol 
within a system of multilateral payments, could increase the aggregate HM ,;. 
gains and Britain’s advantages from international trade. There are no Hof { 
economic benefits from a British bloc that could not be secured more # ,,, | 
fully with an effective world economy; and there are many dangers to Mo, 
Britain and the entire world that would arise from a conflict betweena BR yoy 
British bloc and, say, an American bloc. The argument for a British B® },< 
bloc ultimately rests on the implicit doubt that a world economy can & inte 
function. It is important to realize this, for the strength of these groups HP may 
does not derive so much from the program they advocate as from the coor 
widespread fear in Britain that a world economy may not work. worl 

The advocates of the policy of a British economic bloc have a T 
tactical advantage in the present debate, for Britain still has the expl 
extensive controls which were instituted during the war. In brief, these HP ecoy 
controls involved the mobilization and conservation of foreign exchange Johr 
resources in Britain and the sterling area. The use of foreign exchange W 
was strictly limited by complete control of imports and payments oul 
side the sterling area. Imports from the sterling area and other expend # .. 
tures within this area were paid for in sterling which was held in the WF colla 
form of sterling deposits or treasury bills. Sterling was made no any ; 
convertible and its transferability limited to countries within the @ very 
sterling area. British-owned foreign assets were vested by the treasury @™ to th 
and used for war expenditures abroad. The dollars and other convertible We r 
currencies earned by sterling area countries were placed in a common Woo 
pool and were allocated for use where they were most essential for mae '™me 


the war effort. These measures enabled Britain to conserve foreign 
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exchange to assure herself of essential supplies during the war; they 
could be used for similar purposes after the war. 

As a matter of fact, until Britain’s post-war balance-of-payments 
problems are solved, some of these controls will have to be retained. It 
is inevitable that consideration should be given to the possibility of 
continuing and even extending such arrangements through bilateral 
agreements if they become the only means of meeting the post-war 
problems. But the fact is that few people believe in a British economic 
bloc for its own sake. If Britain could secure aid in meeting her post- 
war problems without the use of these wartime devices, the greatest 
objection to acceptance of the program for a world economy would 
disappear in Britain. Without such aid Britain would be compelled, 
by default, to seek a solution to her payments problems through bilat- 
eral agreements within an enlarged sterling area. 

The hesitation and doubt on British international economic policy 
are understandable. They are not wholly due to the special post-war 
problems with which Britain is now confronted. Among the great indus- 
trial countries, Britain is almost unique in her dependence upon imports 
of food and raw materials. For this reason Britain stands to gain to 
an unusual degree from the efficient functioning of a world economy. 
For the same reason, however, a breakdown of the world economy 
would seriously affect Britain. The disastrous experience of the 1930’s 
has made many Britons cautious. The advantages of expanded 
international trade and investment are admittedly great. But there 
may be defects in the system. The plans for international economic 
cooperation have provided new safeguards against the breakdown of the 
world economy. But are these safeguards enough? 

These are the doubts that have troubled the British people. In 
explaining the attitude of caution toward the program for international 
economic codperation, the former Chancellor of the Exchequer, Sir 
John Anderson, said: 


We emerge from the struggle with a gravely distorted economy, with an 
enormous burden of external debt and a balance of payments problem such 
as we have never before had to face. The system of international economic 
collaboration to be established now must profoundly affect our ability to play 
any useful part in the affairs of the postwar world and may even involve our 
very standards of life. We must determine our course of policy not in relation 
to this particular plan or that but upon a review of our situation as a whole. 
We must not assume that the cure for all our troubles was found at Bretton 
Woods. The time is at hand when we must decide and we shall do so heartened 
me by our knowledge of the part which America is clearly determined 
to play.® 


“Address to the American Society, London, July 4, 1945. 
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The attitude of the Labor Government on international economic 
cooperation does not differ significantly from that of its predecessor’ 
This is to be expected. Britain’s international economic policy wil] be 
determined not with reference to broad principles, but on the basis of 
practical answers to these urgent questions: Can Britain meet he 
post-war balance-of-payments problems without a continuation of the 
wartime restrictions? Can Britain assume the risks of full participatioy 
in a world economy? 


Ill 


Britain’s international payments position requires the solution of 
three distinct problems. The first is to restore a balance in her current 
international accounts by expansion of British trade. The second is to 
finance the deficit in the British balance of payments during the post- 
war transition. The third is to make some permanent arrangement on 
the sterling balances accumulated during the war. 


1. The most important British problem is to restore her export 
trades as quickly as possible to the level necessary to pay for the 
imports essential to the British economy. This is in a sense the critical 
problem. On it depends the obligations that Britain can safely assume 
in financing her balance of payments in the transition period and in 
funding the sterling balances. Unless Britain can with reasonable 
assurance balance her current international payments after the transi- 
tion period without the retention of wartime controls, she can give only 
qualified adherence to the program for a world economy. 

In 1938, retained British imports amounted to about 4,300 million 
dollars. Exports of British products amounted to about 2,300 millions. 
The excess of merchandise imports was largely offset by net earnings of 
1,000 millions from overseas investments, 500 millions from shipping 
and something less than 200 millions from banking, insurance and 
similar financial services.* This balance of payments has been seriously 
impaired by the war. Net receipts from foreign investments have been 
reduced by nearly one-half by sales of British-owned foreign assets. 
Receipts from shipping and financial services have also fallen, although 


"As a matter of principle, it would be expected that the Labor Party would prefer § 
policy of international codperation. “It would be strange indeed if Labour were to seem 
less willing than the Conservatives to commit their country to the paths of internation: 
codperation. It is justifiable ground for pride among Labour men that the Party has 
always been internationalist, always favoured the development of international institt- 
tions and their extension from the political sphere to that of economic affairs.” Edward 
Charles, “Labour and Bretton Woods,” The Banker (London), September, 1945, p. 139 


* Board of Trade Journal, February 23, 1939. League of Nations, Balances of Paymen's 
1938 (Geneva, 1939), pp. 125-36. 
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they will recover with the expansion of trade. To make good these 
iosses of income from abroad, British exports will have to be increased 
by 50 per cent over the 1938 volume—that is, from 2,300 millions to 
4500 millions, allowing for dollar prices one-third above the 1938 
level. Such a level of exports would permit Britain to import the same 
volume of goods as in 1938, at a post-war cost of about 5,600 millions. 

To expand exports to such an extent, Britain must increase the 
efficiency of her export industries. There can be no doubt that British 
industries are capable of developing technical efficiency of a character 
which would permit them to compete for a fair share of the world’s 
export markets. Some of the newer war plants have developed and 
utilized the most modern industrial techniques. British engineering 
has, on the whole, been progressive during the war. But the older 
export industries, such as textiles, coal and steel, seem to suffer from 
unenterprising management and are far behind in their production 
methods. British opinion is alert to the significance of increased pro- 
ductive efficiency in these industries. 

The immediate need for exports is so urgent that every British 
industry may have to be required to take full advantage of export 
markets. It is to be hoped, nevertheless, that in time less dependence 
will be placed on textiles and similar simple manufactures. While there 
will always be some demand for British specialties in these fields, the 
expansion of British exports must ultimately be concentrated in 
machinery, electrical equipment, chemicals and related fields, where 
innovation and technical progress are the bases for leadership. The 
fact is that the great industrial countries cannot continue indefinitely 
to export the simpler manufactured goods which countries begin to 
produce for themselves as they become industrialized. 

Though British industries may be prepared to export in sufficient 
volume to meet this program, its achievement depends on the ability of 
the world to purchase British exports. If total world trade is large 
enough, Britain can sell sufficient exports without a serious deteriora- 
tion in the terms of trade.® In the 1930’s, exports of British products 
constituted about 11 per cent of total world exports. With the elimina- 
tion of Germany and Japan as major exporters during the next decade, 
Britain should have no difficulty in retaining in the post-war period 
at least this share of aggregate world exports. To export 4.5 billions 
of British products, assuming the same ratio in the post-war period, 


‘The term as used here does not necessarily mean a fall in export prices relative to 
import prices. A deterioration in the terms of trade should mean a fall in income- in 
export industries at home as compared to income in export industries abroad. Properly 
nterpreted, a fall in British export prices resulting from technical improvemerts does not 
mvoive a deterioration in the terms of trade. 
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world exports would have to be at least 40 billions. As a matter of 
fact, as world exports increase, there is some tendency for British 
exports to rise more than proportionately. 

Can world exports be increased to this level? In 1938, total worl 
exports amounted to 22 billion dollars. With a price level about one. 
third higher in dollars than in 1938, this would be equivalent to 39 
billions at post-war prices. The minimum goal of 40 billions in world 
exports involves an increase of only one-third in volume over the pre- 
war level. Such a level of exports is a modest goal for a world with 
greatly increased ability to produce. The Bretton Woods program will 
facilitate economic reconstruction and the expansion of trade. The 
reduction of trade barriers will be of further help in this direction. If the 
United States maintains a high national income, world exports of 40 
billions could be attained in 1948, and British exports should reach 
4.5 billions. 


2. With favorable conditions Britain may in about three years restore 
her current international economic position. In the meantime, she must 
find the foreign exchange resources necessary to finance her essential 
imports. To do this Britain will need help from the United States and 
the Commonwealth. This help, if it is to be most effective, should be 
prompt and generous; and it should take a form that will not aggravate 
Britain’s balance-of-payments problem. 

Britain’s immediate problem stems in large part from the policies 
adopted by the United Nations under the leadership of the United 
States. The principle which guided the international financial relations 
of the United Nations after March, 1941, was mutual aid as manifested 
in Lend-Lease and Reverse Lend-Lease. This principle made it possible 
for each country to devote itself to the common war without diverting 
resources to producing goods for export to pay for supplies from the 
United Nations. Until this country established Lend-Lease, Britain 
used her accumulated gold and dollar resources and disposed of much of 
her foreign investments in order to maintain the flow of goods for the 
war effort. Production for export of necessity was given high priority 
as a means of paying for supplies from the United States. Lend-Lease 
was designed to enable Britain to continue to acquire supplies while 
devoting more of her resources to war purposes in Britain which had 
become the major staging area for the war effort of the Western allies. 

In response to the new situation created by Lend-Lease, Britain 
reduced her export trade sharply until in 1944 it was only 30 per cent 
of the 1938 volume.*® Gradual reconversion of export industries was 


” The Export Trade of the United Kingdom for the years 1942, 1943 and 1944, Board 
of Trade, London, 1945. 
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begun in 1945 with the hope that by the end of war with Japan, exports 
would have been restored to the pre-war level. The sudden end of the 
war made it impossible for Britain to reach this level of exports and 
he immediate termination of Lend-Lease cut off imports under this 
program. It has, therefore, become urgent for Britain to find other 
means of financing essential imports until her exports reach 4,500 
million dollars a year. Even with favorable conditions Britain will need 
three years to reach this export goal and to balance her international 
payments. In the meantime she must continue to import food and 
raw materials for her own economy and she must help meet the 
import needs of some sterling area countries. If this is to be done 
without severely restrictive measures, Britain will need aid. 

The amount of aid that may be needed over a three-year period 
has been estimated by the British Mission on the order of 3 to 6 
billion dollars.** Obviously, if Britain can maintain a tight program 
of imports and expand her exports more rapidly, the deficit may be 
less. On the other hand, if there is some delay in the expansion of 
British exports, the deficit may be somewhat larger. In one way or 
another, Britain will, of course, find the means to import during the 
transition. But if she can secure aid without unduly burdening her 
future balance of payments, Britain can more quickly abandon the 


wartime measures which involve a considerable restriction of imports 
from the dollar area and a greater degree of self-sufficiency within the 
sterling area. Failing such aid, Britain would feel compelled to continue 
her wartime trade and financial arrangements during the next few 
years and could consider full participation in a world economy only 
after an extended transition period. 


3. As the result of the war Britain has incurred large overseas 
debts in the form of sterling balances (deposits in London or British 
treasury securities) held largely by the monetary authorities and 
banks in the sterling area. The greater part of these obligations was 
incurred in meeting Britain’s war expenses overseas. Britain used 
this means to secure from sterling area countries the same kind of 
help that was secured from the United States through Lend-Lease and 
from Canada through Mutual Aid. The form in which this help was 
given has resulted in a large debt in liquid form which cannot under 
the circumstances be convertible into other currencies and may even 
prevent the resumption of convertibility of sterling for current trade 
purposes, 

Britain cannot deal with this problem as an ordinary debt. To 


“Statement by Lord Keynes on the British position, New York Times, September 13, 
1945, 
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liquidate 14 billions of sterling indebtedness even over a period oj 
50 years would require annual payments of 550 millions a year on a; 
per cent interest basis. The expansion of Britain’s pre-war exports 
by 50 per cent is difficult; but it can be done. To add to this ap 
obligation of 550 millions a year, in addition to the indebtness tha 
will be incurred to finance the transition, would be beyond Britain’; 
capacity, certainly within the next decade. To secure an export surply; 
of 550 millions a year to service the sterling balances would require 
in fact an expansion of exports on the order of 700 millions a year jf 
imports for British use are not to be curtailed below the low 1933 
level.” 

In order to resume the convertibility of sterling, some means myst 
be found to reduce the aggregate sterling indebtness and to finance 
it without heavy interest charges. Britain can legitimately request 
the holders of sterling balances to reduce the aggregate of their claims 
as part of their contribution to the war. It is worth a good deal t 
India to have kept Japanese conquest from penetrating to that country; 
it is worth a good deal to Egypt and the Middle East to have kept 
German and Italian conquest from that area. The war payments which 
Britain met for the defense of these areas, when difficult political 
negotiations could not be undertaken and when the aggregate cost of 
the war could not be determined, should now be re-negotiated so that 
these areas and the British Empire countries assume a fair share of the 
cost of their own defense.** 

It is not practicable to ask these countries to give up all of their 
sterling balances as their contribution to meeting the costs of the war. 
They have already made large sacrifices in providing the real resources 
for carrying on the war in return for payments that can be used only 
for deferred imports. For some of these countries, the sterling balances 
represent nearly all of their monetary reserves. A reasonable compro- 
mise can be made by reducing the sterling balances and arranging for 
their gradual liquidation. This would take account of the needs of the 
sterling area countries for monetary reserves and their obligation to 
share in the costs of the war. 

“It is estimated that British exports involve on an average 20 per cent of imported 
raw materials. To keep British consumption of import goods fixed, any given exp n 


surplus must, therefore, involve increased exports 25 per cent above the surplus and 
imports of 25 per cent of the additional exports. That is, an export surplus of 550 milion: 
could be financed by exports of 687.5 millions and imports of 137.5 millions for ™¥ 
materials. 

In all of these areas prices paid by Britain have been unusually high, As a matter © 
equity some adjustment could be made on this basis. In 1944, wholesale prices in India 
were 302, in Egypt 311 and in Iraq 556 as compared with 171 in England, all relative 
to the first six months of 1939. Monthly Bulletin of Statistics, League of Nations, Apri 
1945 (Vol. XXVI, No. 4-A), p. 121. 
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With a substantial reduction in sterling balances Britain could 
yndertake to make convertible immediately an amount of sterling 
needed by these countries as normal working balances to finance their 
international trade. The remainder could be funded in sterling annuities 
navable over a considerable period without interest. Even a moderate 
rate of interest would increase enormously the burden to Britain in 
liquidating the wartime balances. Furthermore, nearly all of these 
countries financed their accumulation of sterling balances by monetary 
expansion. The increase in their sterling balances corresponds largely 
to the increase in cash balances in these countries and involves little 
or no interest cost to their monetary authorities. 


These are the special balance of payments problems that may cause 
Britain to continue and extend the wartime arrangements. If they can 
be solved, Britain should be in a position to relax promptly most of 

wartime restrictions and to participate whole-heartedly as one of 
the leaders in the program for international economic codperation. 


IV 


The second basis for hesitation in British policy is the fear that a 
world economy will not in practice work. It is generally admitted in 
Britain that the ideal is a system of trade in which countries buy and 
sell in the best markets and in which the proceeds of exports to other 
countries can be used to pay for imports from any country. But such a 
system depends upon a large and stable volume of international trade. 
Otherwise, the world economy may break down. 

There is a good deal of merit in this view. Necessary adjustments in 
the balance of payments can be made more easily with a large volume of 
trade. Under such conditions, marginal imports are likely to be less 

rgent, and if a reduction in imports becomes necessary, its effect on 

the economy is certain to be less serious. Exports are likely to be more 
sensitive to price, and any given reduction in export prices (in terms 
of the currencies of importing countries) will tend to induce a relatively 
large expansion of a country’s exports.’* On the other hand, when the 
volume of world trade is small, more of a country’s imports are the 
essentials of its economy. A reduction in imports under such conditions 
may involve a serious burden to a country. And with a smaller volume of 
trade, the composition of world exports is likely to consist in larger part 
iid be noted that, with a world volume of exports of 50 billions, any given 

rice of a country’s exports goods should, assuming the same price elasticity of 

n importing countries, have twice as large an effect on a country’s exports as ‘with 
‘f 25 billions. If the magnitude of adjustments is not proportionately 

his greater effect would of itself facilitate adjustments in a country’s balance of 
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of the specialties of the trading countries. An expansion of exports for 
any one country becomes for this reason more difficult. 

Large and sudden fluctuations of trade have a serious effect on the 
world economy because they are inevitably accompanied by a serioys 
distortion in the pattern of international payments. Such fluctuations 
are the consequence of major business cycles. When a great depression 
occurs, the volume of world trade falls sharply in response to the 
reduced levels of income and production. The decline in imports and 
exports cannot be uniform for all countries. This is so because the 
fall in income differs from country to country and because there are 
large differences as between countries in their need for import goods 
and the world’s need for their export goods. As already stated, the res- 
toration of balance in a country’s international payments becomes more 
difficult as the volume of world trade falls, for each successive reduction 
of imports becomes more burdensome and the maintenance of exports 
more difficult. 

In the past, two other factors have served to intensify the distortion 
of international payments with a great depression. First, the great in- 


dustrial countries, in which depression tends to be deepest, are the § 


principal source of funds for international investment. With the distor- 
tion in the pattern of international payments, foreign investment may 
stop. As a consequence, countries that have become adjusted to an 
inflow of capital are confronted with the necessity of sharply reversing 
their import-export trend. Second, in a world of limited trade, the one 
way some countries may find open to make necessary adjustments in 
their international payments is through restrictions on imports and 
through discriminatory arrangements to expand exports. This was the 
experience of the 1930's. 

As a practical matter the level and stability of international trade and 
investment depend on the great industrial countries. The less de- 
veloped countries have generally been prepared to import as much 
from the great industrial countries as their accruing exchange resources, 
from exports and foreign investments, would permit. Fluctuations in 
world trade commonly originate in the great industrial countries where 
fluctuations in home investment result in large changes in the national 
income and in the level of imports. In the less developed countries, 
where the investment industries are of little importance, depression 
is more likely to be a consequence of a decline in their exports. In 
effect, it is a response to depression in the great industrial countries 
transmitted to the less developed countries through changes in inter- 
national trade and investment. 

The prospects of maintaining a large and stable volume of inter- 
national trade and investment are far brighter than in the 1930s. 
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In the great industrial countries public opinion is aware of the necessity 
of preventing great depressions and is insistent on a policy of maintain- 
ing employment. Nevertheless, no assurance can be given that a large 
and stable volume of international trade and investment can at all 
times be maintained. But provision has been made in the program for 
a world economy to minimize the difficulties that arise from a sudden 
reduction in international trade and investment and to facilitate neces- 
sary adjustments in the pattern of international payments. 

A sudden reduction in trade compels countries whose exports are 
most sensitive to international business conditions either to reduce im- 
ports or deplete their monetary reserves. With the International Mone- 
tary Fund, such countries can obtain assistance that will help them to 
maintain temporarily their flow of imports. In the meantime, it would 
be expected that concerted action would be taken to bring about 
recovery and to restore international trade. Because help from the 
Tund is limited in amount, a country cannot on this accuunt avoid 
taking corrective measures where they are necessary. 

Under the International Monetary Fund, necessary adjustments in a 
country’s balance of payments can be made without compelling serious 
deflation at home or imposing deflation on other countries. If the 
change in a country’s position is due to depression abroad and balance 
can be restored with the expansion of trade, the Fund might agree 
that temporary exchange control, which limits the incurring of foreign 
obligations, would be justified. If a fundamental change has occurred 
in a country’s international economic position, it must somehow lower 
its export prices relative to import prices. Where a country can make 
the adjustment through a reduction in domestic costs, the Fund would 
not be involved. On the other hand, where such a policy would require 
serious deflation and depression, the Fund would undoubtedly concur 
in a proposal to alter the exchange rate and to restore in this way the 
balance of payments of a country. At the same time, the Fund would 
protect other countries from the impairment of their balance of pay- 
ments through unnecessary restrictions on current international trans- 
actions and through competitive exchange depreciation. 

There is the special problem of preventing a compulsory all-round 
reduction in the volume of trade if one of the great trading countries 
should suffer a serious depression or should for some other reason have 
a large and persistently favorable balance of payments. Consider what 
would happen if a major currency should become scarce in a world 
economy in which all currencies are interconvertible and in which no 
provision is made for dealing with a general scarcity of a currency. Each 
country with a deficit would take measures to limit its imports. The 
ellect in restoring its balance of payments is the same whether the 
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reduction in imports is from the country whose currency is scarce oy 
from other countries. To the extent that imports are reduced from 
other countries the problem is not, in fact, solved; it is merely shifteq 
and other countries are then faced with the necessity of reducing their 
imports. Only as imports are reduced from the country whose currency 
is scarce is the problem really solved. An attempt to adjust imports to 
the scarcity of a major currency could in this way result in a large and 
general contraction of international trade.** 

This problem is not likely to arise if serious depression can be avoided 
in the great industrial countries. So long as these countries import and 
invest abroad on a scale commensurate with a high national income, 
their currencies cannot remain scarce. Nevertheless, the Fund must 
take account of the possibility of scarcity of a currency and it must 
provide the means for dealing with the problem. The Fund recognizes 
frankly that when a currency is scarce, the complete interconvertibility 
of currencies cannot be maintained and it is necessary for other coun- 
tries to limit the incurring of obligations in the scarce currency. 
Therefore, when a currency is declared scarce, the Fund will allocate 
its sales of the scarce currency and members will be authorized to limit 
exchange transactions in the scarce currency. In this way the Fund 
would prevent a general reduction in trade that would result from a 
vain attempt to imitate a non-existent system of freely and fully 
interconvertible currencies.” 

There should be no attempt to gloss over the difficulties of making 
a world economy work. It is far better to recognize the difficulties and 
to provide a practical means for dealing with them if they should arise. 
The program for a world economy is concerned with codperative 
measures to facilitate the maintenance of a high and stable level oi 
international trade and investment. No doubt, there will be times when 
trade and investment will decline. For such contingencies, specific pro- 
vision is made to minimize the hardships and to prevent a breakdown 
in international economic relations. 


V 


Public opinion in Britain would welcome any plan that would enable 
her to adopt a policy of prompt and complete participation in the 
program for a world economy. If the special problem of the transition 
could be solved, Britain would be prepared to assume the risk that a 


*E. M. Bernstein, “Scarce Currencies and the International Monetary Fund.” Jour 
Pol. Econ., Vol. LUI, No. 1 (Mar., 1945), pp. 1-14. 

% Senate Committee on Banking and Currency, Report No. 452, 79th Cong., Ist se 
“Participation of the United States in the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development” (Washington, 1945), pp. 21-22 
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world economy can be made to work.” This, in substance, is the position 
that British spokesmen have always taken. Now, with the end of the 
war, the magnitude of Britain’s transition problem is clear. The coun- 
tries that stand to gain most from the restoration of a world economy— 
Britain herself, the United States, Canada, and the countries of the 
sterling area—should in their own interests agree on a program that 
will enable Britain to meet this problem. 

A program for this purpose will involve financial aid on terms within 
Britain’s capacity to repay and in an amount that will enable her to dis- 
pense with the restrictive and discriminatory arrangements designed to 
meet her transition needs. The aggregate amount of such aid from the 
United States and other countries would have to be about 5 billion dol- 
lars. Clearly, it would not be desirable to reduce the amount to a level 
that would raise doubts as to its adequacy and require the retention of 
harmful restrictions. The aid should be in the form of credits repayable 
over a long period after Britain’s balance of payments has been restored, 
repayment to begin in the post-transition period, about five years from 
now. The interest rate must of necessity be less than would be expected 
on a banking basis. Britain will have to meet not only the transition 
debt, but also a large part of the wartime sterling debt. The burden 
should not be increased by heavy interest charges. 

If the transition problem were met, Britain would be in a position 
to establish the full convertibility of sterling hereafter derived from 
current transactions. Obviously, accumulated sterling balances could 
not be made freely convertible, even when they are needed for current 
trade in other countries, until satisfactory arrangements are made to 
reduce by 40 per cent or more the balances accumulated by the 
sterling area countries as a result of Britain’s war expenditure. When 
this has been done, some part of these sterling balances, not to exceed 
a billion dollars, could be held as working balances convertible under 
the terms of the International Monetary Fund, and the rest could be 
funded into long-term sterling obligations without interest. Because 
such a settlement of the sterling balances is essential to enable Britain 
to assume the obligation of immediate convertibility of sterling, it should 
be part of the arrangements made by Britain to deal with the transition 
problem. 

If means were provided to enable Britain to maintain her imports 
during the transition, and if sterling were made convertible, it would 
be possible to abandon promptly the sterling area dollar pool. Under 
this wartime arrangement, the dollar earnings of the sterling area coun- 
tries were sold to Britain for sterling and were kept as a common pool 


“Bretton Woods, The Problem of Anglo-American Economic Relations.” Six articles 
in The Economist (London), July 21, 28, August 4, 11, 18, and 25, 1945. 
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to meet the needs of the sterling area for dollar exchange. Dollars from 
this pool were sold by Britain for sterling for the most urgent wa 
purposes. The dollar pool was a necessary war measure. It mage 
possible mobilization of the dollar exchange of the sterling area {o, 
essential war needs. Without it, the United States would have had tp 
provide greater Lend-Lease aid or the war effort of the sterling are, 
would have been impaired. Neverthelss, the continuation of the dolla 
pool is not consistent with a world economy, for it may compel a restric. 
tion of trade with the United States by countries whose current inter. 
national payments are in balance and whose receipts of dollar exchange 
are adequate to pay for their imports from the United States. 

In the last few months Britain has entered into currency agreements 
with each of a number of countries."* Under most of these agreements, 
the two signatories undertake to provide each other in limited amount 
with the currencies needed for making payments in each other’s terri- 
tories. There is nothing in an agreement of this character that need be 
in conflict with the broader purposes of the International Monetary 
Fund. On the contrary, such agreements for reciprocal credit can sup- 
plement the help given by the Fund and facilitate the functioning of the 
world economy, particularly during the period of transition. They must 
not degenerate into bilateral clearing agreements in which settlement oi 
accounts is intended to be made through bilateral adjustment of in- 
ports and exports. It should be noted that these currency agreements 
are predicated on basic commitments on exchange policy through the 
International Monetary Fund. There should be no objection to the 
continuance of such agreements within the framework of the Fund. 

The one major part of the program for a world economy that remains 
to be completed is an international agreement on commercial policy. 
Of necessity, such an agreement has had to await the determination 
of British policy during the transition. If Britain secures aid in meeting 
her transition problem, she can enter into an international agreement to 
reduce tariff barriers and to eliminate quantitative restrictions on trade, 
except where such restrictions are permitted temporarily under the 
supervision of an international trade organization. An international 
agreement on commercial policy is essential to an expansion of world 
trade and there can be no doubt that-a firm understanding on con- 
mercial policy will be reached in connection with the aid to Britain. 

One aspect of British trade policy, imperial preference, requires 

* Agreements of this reciprocal credit type have been made with Belgium, Sweden, 
France, Denmark and Netherlands. The credit limit in the French agreement is £100 
million, in the Belgian and Dutch agreements £5 million. The Swedish and Danish agret- 
ments do not provide for a stated maximum of credit to be provided for current péy- 


ments. Financial agreements recently concluded with Finland and Turkey are inten 
to facilitate settlement of indebtedness as well as payment for current transactions. 
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special consideration. Such preferential arrangements are of long stand- 
ing. Britain had them within the British Empire before the Ottawa 
agreements and the United States has had similar preferential arrange- 
ments with Cuba and the Philippines. There is, nevertheless, a tendency 
to regard trade preferences as a distinctly British policy growing out 
of the Ottawa Conference of 1932. 

While trade preferences are a form of discrimination, they need not 
be restrictive of trade. If Australia and New Zealand, for example, give 
substantial ad valorem preferences to certain manufactures of Britain, 
trade may be diverted from lower cost American exporters to higher 
cost British exporters. The element of discrimination in such an 
arrangement is of much the same character as that which arises from 
the extension of a partial free trade area through reciprocal agreement. 
Of itself, such an arrangement should generally involve an expansion 
of trade. Preferential trade arrangements may be restrictive, however, 
if the preferences are given by increasing duties on imports from other 
countries. Because of their discriminatory character, it would be in the 
general interest to reduce and gradually to eliminate all preferential 
arrangements except those involving a true customs union. 

VI 

Until Britain’s balance-of-payments problem in the post-war transi- 
tion is solved, the objectives of free and orderly exchanges and non- 
discriminatory international trade cannot be wholly achieved. For 
Britain may feel compelled to retain wartime exchange controls, restric- 
tions on the convertibility of sterling, and bilateralism and discrimina- 
tion in international trade, if she cannot find another solution to her 
problem. A peaceful and prosperous world requires the integration of 
the United Kingdom and the British Commonwealth in the world econ- 
omy as soon as possible. 

If aid were offered to Britain by the United States and the Dominions 
on terms within her capacity to meet, the doubt and hesitation in Britain 
on her international economic policy would probably disappear. Public 
opinion would overwhelmingly favor British participation in the broad 
program for international economic codperation. Her economic and 
political traditions and interests require Britain to find a solution to 
her problems within the framework of a world economy. With aid from 
the United States and the Dominions, such a solution can be found. 

A favorable decision on Britain’s international economic policy will 
mark another step forward in the restoration of a world economy. 
It will contribute significantly to the prompt attainment of those ob- 
Jectives of order and freedom in the international exchanges that the 
Bretton Woods program has so boldly set up as the basis on which to 
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build international trade and investment after the war. It will facilitate 
an international agreement to establish an international trade organiza. 
tion devoted to the maintenance of fair practices in international trade 
Only through such an agreement can we hope for a prompt reduction 
of unnecessary barriers to world trade and the graduai elimination oj 
the discriminatory practices that hamper world trade. 

The policy that Britain chooses in meeting her balance-of-payments 
problem will affect the economic well-being of the entire world. The 
interest of the United States in the solution of this problem is second 
only to that of Britain herself. Our foresight in recognizing the im. 
portance of facilitating the proper solution will be a test of our economic 
statesmanship. The aid this country and others offer to Britain will be 
amply repaid, not alone through the repayment of the debt, but in even 
greater measure through the broader benefits of a sound and prosperous 
world economy. 
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THE THEORY OF ECONOMIC BEHAVIOR’ 


By Leoni Hurwicz* 


Had it merely called to our attention the existence and exact nature of 
certain fundamental gaps in economic theory, the Theory of Games and Eco- 
nomic Behavior by von Neumann and Morgenstern would have been a book 
of outstanding importance. But it does more than that, It is essentially con- 
structive: where existing theory is considered to be inadequate, the authors put 
in its place a highly novel analytical apparatus designed to cope with the 
problem. 

It would be doing the authors an injustice to say that theirs is a contribution 
to economics only. The scope of the book is much broader, The techniques 
applied by the authors in tackling economic problems are of sufficient 
generality to be valid in political science, sociology, or even military strategy. 
The applicability to games proper (chess and poker) is obvious from the title. 
Moreover, the book is of considerable interest from a purely mathematical 
point of view. This review, however, is in the main confined to the purely 
economic aspects of the Theory of Games and Economic Behavior. 

To a considerable extent this review is of an expository* nature. This seems 
justified by the importance of the book, its use of new and unfamiliar concepts 
and its very length which some may find a serious obstacle. 

The existence of the gap which the book attempts to fill has been known 
to the economic theorists at least since Cournot’s work on duopoly, although 
even now many do not seem to realize its seriousness. There is no adequate 
solution of the problem of defining “rational economic behavior” on the part 
of an individual when the very rationality of his actions depends on the 
probable behavior of other individuals: in the case of oligopoly, other sellers. 
Cournot and many after him have attempted to sidetrack the difficulty by 
assuming that every individual has a definite idea as to what others will 
do under given conditions. Depending on the nature of this expected be- 
havior of other individuals, we have the special, well-known solutions of 
Bertrand and Cournot, as well as the more general Bowley concept of the 


*Cowles Commission Papers, New Series, No. 13A. 

The author, on leave from Iowa State College where he is associate professor, is now 
on a Guggenheim Memorial Fellowship, working with the Cowles Commission for 
Research in Economies, of which he is a research associate. 

The tables and figures used in this article were drawn by Mrs. D. Friedlander of the 
University of Chicago. 

‘Theory of Games and Economic Behavior. By John von Neumann and Oskar Mor- 
genstern. (Princeton: Princeton Univ. Press. 1944. Pp. xviii, 625. $10.) 

*The exposition is mostly carried out by means of comparatively simple numerical 
examples. This involves loss of generality and rigor, but it may be hoped that it will 
make the presentation more accessible. 
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“conjectural variation.”* Thus, the individual’s “rational behavior” is deter. 
minate if the pattern of behavior of “others” can be assumed a@ priori known, 
But the behavior of “others” cannot be known a priori if the “others,” to 
are to behave rationally! Thus a logical impasse is reached. 

The way, or at least a way,* out of this difficulty had been pointed out by 
one of the authors® over a decade ago. It lies in the rejection of a narrowly 
interpreted maximization principle as synonymous with rational behavior, Not 
that maximization (of utility® or profits) would not be desirable if it were 
feasible, but there can be no true maximization when only one of the several 
factors which decide the outcome (of, say, oligopolistic competition) is cop- 
trolled by the given individual. 

Consider, for instance, a duopolistic situation’ where each one of the 
duopolists A and B is trying to maximize his profits. A’s profits will depend 
not only on his behavior (“strategy”) but on B’s strategy as well. Thus, if 
A could control (directly or indirectly) the strategy to be adopted by B, he 
would select a strategy for himself and one for B so as to maximize his own 
profits. But he cannot select B’s strategy. Therefore, he can in no way make 
sure that by a proper choice of his own strategy his profits will actually be 
unconditionally maximized, 

It might seem that in such a situation there is no possibility of defining 
rational behavior on the part of the two duopolists. But it is here that the 
novel solution proposed by the authors comes in. An example will illustrate 
this. 

Suppose each of the duopolists has three possible strategies at his disposal. 
Denote the strategies open to duopolist A by A,, A,, and A,, and those open 
to duopolist B by B,, B,, and B,. The profit made by A, to be denoted by «, 
obviously is determined by the choices of strategy made by the two duopolists. 
This dependence will be indicated by subscripts attached to a, with the first 
subscript referring to A’s strategy and the second subscript to that of B; 
thus, ¢.g., @,, is the profit which will be made by A if he chooses strategy 
A, while B chooses the strategy B,. Similarly, 5,, would denote the profits 


* More recent investigations have led to the idea of a kinked demand curve. This, how- 
ever, is a special—though very interesting—case of the conjectural variation. 

‘Cf. reference to von Stackelberg in footnote 17 and some of the work quoted by von 
Stackelberg, op. cit. 

*J. von Neumann, “Zur Theorie der Gesellschaftsspiele,” Math. Annalen (1928). 

*A side-issue of considerable interest discussed in the Theory of Games is that of 
measurability of the utility function. The authors need measurability in order to be able 
to set up tables of the type to be presented later in the case where utility rather than 
profit is being maximized. The proof of measurability is not given; however, an artide 
giving the proof is promised for the near future and it seems advisable to postpone com- 
ment until the proof appears. But it should be emphasized that the validity of the core 
of the Theory of Games is by no means dependent on measurability or transferability 
of the utilities and those who feel strongly on the subject would perhaps do best \ 
substitute “profits” for “utility” in most of the book in order to avoid judging the 
achievements of the Theory of Games from the point of view of an unessential assumption. 

"It is assumed that the buyers’ behavior may be regarded as known. 


* Actually the number of strategies could be very high, perhaps infinite. 
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A's Profits B's Profits 
| B, B. B, egies B, B, B, 
of choice of 
es \ strategies 
mek 
| 
A, On A, by Die bs 
A, O22 O23 A, ba, boo bes 
re 
A, Os O32 O33 bs, D3. bs; 
Table la Table 1b 


by B under the same circumstances. The possible outcomes of the “duopolistic 
competition” may be represented in the following two tables: 

Table 1a shows the profits A will make depending on his own and B’s choice 
of strategies. The first row corresponds to the choice of A,, etc.; columns cor- 
respond to B’s strategies. Table 1b gives analogous information regarding B’s 
proiits. 

In order to show how A and B will make decisions concerning strategies we 
shall avail ourselves of a numerical example given in Tables 2a and 2b, 


A's Profits B's Profits 
| A, 2 8 | A, 11 2 20 
re 
| Ay 5. | tot A, 1.8. 


Table 2a Table 2b 


Now let us watch A’s thinking processes as he considers his choice. of 
strategy. First of all, he will notice that by choosing strategy A, he will be 
sure that his profits cannot go down below 5, while either of the remaining 
alternatives would expose him to the danger of going down to 3 or even to 1. 
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But there is another reason for his choosing A,. Suppose there is a danger 
of a “leak”: B might learn what A’s decision is before he makes his own 
Had A chosen, say, A,, B—if he knew about this—would obviously choose 
B, so as to maximize his own profits; this would leave A with a profit of only 
1. Had A chosen A,, B would respond by selecting B,, which again would 
leave A with a profit below 5 which he could be sure of getting if he chose A. 

One might perhaps argue whether A’s choice of A, under such circumstance, 
is the only way of defining rational behavior, but it certainly is a way of 
accomplishing this and, as will be seen later, a very fruitful one. The reader 
will verify without difficulty that similar reasoning on B’s part will make hin 
choose B, as the optimal strategy. Thus, the outcome of the duopolistic com. 


A's Profits B's Profits 


8's choice B's choice 
\of strat- of strot- 


egies egies 
A's B, B, B, A's B, B, 
choice of choice of 
strategies strategies 


A 


A> A2 


A, 6 A; 


Table 3a Table 3b 


petition is determinate and can be described as follows: A will choose A,, 3 
will choose B,, A’s profit will be 5, B’s 8. 

An interesting property of this solution is that neither duopolist would be 
inclined to alter his decision, even if he were able to do so, after he found 
out what the other man’s strategy was. 

To see this, suppose B has found out that A’s decision was in favor of 
strategy A,. Looking at the third row of Table 2b, he will immediately see 
that in no case could he do better than by choosing B,, which gives him the 
highest profit consistent with A’s choice of A,. The solution arrived at is of 
a very stable nature, independent of finding out the other man’s strategy. 

But the above example is artificial in several important respects. For one 
thing, it ignores the possibility of a “collusion” or, to use a more neutral term, 
coalition between A and B. In our solution, yielding the strategy combination 
(A,, B,), the joint profits of the two duopolists amount to 13; they could do 
better than that by acting together. By agreeing to choose the strategies 
A, and B, respectively, they would bring their joint profits up to 21; this 
sum could then be so divided that both would be better off than under the 
previous solution. 


di 
be 
co 
re 
sel 
an 
su 
(a 
Wi 

an 
| 
| 
8 2 | 9 t 
| | ch 
wal 
7 | a 

| | th 
tne 
@ 3 cn 
| out 
f1V 
lon 
but 
is 
whi 
opp 
cisic 
The 
since 
if he 

SS 


ld be 
found 


or of 
ly see 
m the 

is of 


r one 
term, 
vation 
ald do 
tegies 
this 
er the 


1945] HURWICZ: THE THEORY OF ECONOMIC BEHAVIOR 913 


A major achievement of the Theory of Games is the analysis of the con- 
ditions and nature of coalition formation. How that is done will be shown 
below. But, for the moment, let us eliminate the problem of coalitions by 
considering a case which is somewhat special but nevertheless of great theo- 
retical interest: the case of constant sum profits. An example of such a case 
is given in Tables 3a and 3b, 

Table 3a is identical with Table 2a. But figures in Table 3b have been 
selected in such a manner that the joint profits of the two duopolists always 
amount to the same (10), no matter what strategies have been chosen. In 
such a case, A’s gain is B’s loss and vice versa. Hence, it is intuitively obvious 
(although the authors take great pains to show it rigorously) that no coalition 
will be formed. 

The solution can again be obtained by reasoning used in the previous 
case and it will again turn out to be (A,, B,) with the respective profits 5 
and 5 adding up to 10. What was said above about stability of solution and 
absence of advantage in finding the opponent?® out still applies. 

There is, however, an element of artificiality in the example chosen that 
is responsible for the determinateness of the solution. To see this it will suffice 
to interchange 5 and 6 in Table 3a. The 
changed situation is portrayed in Table A's Profits 
4 which gives A’s profits for different B's choice 
choices of strategies. css 
There is no solution now which would » B, 
possess the kind of stability found in fs 
the earlier example. For suppose A again 
chooses A,; then if B should find that | A, 
out, he would obviously “play” B, which 
gives him the highest possible profit con- 
sistent with A,. But then A, would no Ae 4 
longer be A’s optimum strategy: he 
could do much better by choosing A,; 
but if he does so, B’s optimum strategy A, 6 
is B,, not B,, etc. There is no solution 
which would not give at least one of the 
opponents an incentive to change his de- Table 4 
cision if he found the other man out! 

There is no stability. 
What is it in the construction of the table that insured determinateness in 


5 


‘In this case the interests of the two duopolists are diametrically opposed and the term 
opponents” is fully justified; in the previous example it would not have been. 

' The table for B’s profits is omitted because of the constant sum assumption. Clearly, 
in the constant sum case, B may be regarded as minimizing A’s profits since this implies 
maximization of his own. 

~ There is, however, a certain amount of determinateness, at least in the negative sense, 
since certain strategy combinations are excluded: e.g. (Az, B:); A would never choose As 
if he knew B had chosen B:, and vice versa. 
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the case of Table 3 and made it impossible in Table 4? The answer is tha 
Table 3 has a saddle point (“minimax”) while Table 4 does not. 

The saddle point has the following two properties: it is the highest of qj 
the row minima and at the same time it is lowest of the column maxima. Thy; 
in Table 3a the row minima are respectively 1, 3, and 5. the last one being 
highest among them (Maximum Minimorum) ; on the other hand, the colum, 
maxima are respectively 5, 8, and 9 with 5 as the lowest (Minimum Mazi. 
morum). Hence the combination (A,;, B,) yields both the highest row mini. 
mum and the lowest column maximum, and, therefore, constitutes a saddle 
point. It is easy to see that Table 4 does not possess a saddle point. Here 5 js 
still the Maximum Minimorum, but the Minimum Maximorum is given by 6; 
the two do not coincide, and it is the absence of the saddle point that makes 
for indeterminateness in Table 4. 

Why is the existence of a unique saddle point necessary (as well as sufi. 
cient) to insure the determinateness of the solution? The answer is inherent in 
the reasoning used in connection with the earlier examples: if A chooses his 
strategy so as to be protected in case of any leakage of information concerning 
his decision, he will choose the strategy whose row in the table has the highest 
minimum value, i.e., the row corresponding to the Maximum Minimorum— 
A, in case of Table 4—for then he is sure he will not get less than 5, even 
if B should learn of this decision. B, following the same principle, will choos 
the column (i.e., strategy) corresponding to the Minimum Maximorum—B, in 
Table 4—thus meking sure he will get at least 4, even if the information does 
lear out. 

In this fashion both duopolists are sure of a certain minimum of profit— 
5 and 4, respectively. But this adds up to only 9. The residual—1—s still i 
to be allocated and this allocation depends on outguessing the opponent. It is 
this residual that provides an explanation, as well as a measure, of the extent of 
indeterminacy. Its presence will not surprise economists familiar with this 
type of phenomenon from the theory of bilateral monopoly. But there are 
cases when this residual does equal zero, that is, when the Minimum Max- 
morum equals the Maximum Minimorum, which (by definition) implies the - 
existence of the saddle point and complete determinacy. iu 

At this stage the authors of the Theory of Games had to make a choice. ill 
They could have accepted the fact that saddle points do not always exist s0 tn 
that a certain amount of indeterminacy would, in general, be present. They du 
preferred, however, to get rid of the indeterminacy by a highly ingenious 
modification of the process which leads to the choice of appropriate strategy. 

So far our picture of the duopolist making a decision on strategy was that 
of a man reasoning out which of the several possible courses of action is most 
favorable (“pure strategy’). We now change this picture and put in his If 
hands a set of dice which he will throw to determine the strategy to be of 
chosen. Thus, an element of chance is introduced into decision making of 
(“mixed strategy”).‘? But not everything is left to chance. The duopolist A ch 

*The authors’ justification for introducing “mixed strategies” is that leaving ones 
decision to chance is an effective way of preventing “leakage” of information since the 
individual making the decision does not himself know which strategy he will choose. 
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A's Profits 
8's choice of 
ROW 
B, B, MINIMA 
A's choice 
of strategies 
MAXIMUM 
A 5 3 3 MINiIMORUM 
A, 1 5 1 
| 
COLUMN 
MAXIMA 


MINIMUM MAXIMORUM 


Table 5 


must in advance formulate a rule as to what results of the throw—assume that 
just one die is thrown—would make him choose a given strategy. In order to 
illustrate this we shall use a table that is somewhat simpler, even if less 
interesting than those used previously. In this new table (Table 5)** each 
duopolist has only two strategies at his disposal. 

An example of a rule A might adopt would be: 


If the result of the throw is 1 or 2, choose A,; 
if the result of the throw is 3, 4, 5, or 6, choose A,. 


lf this rule were followed, the probability that A will choose A, is 1/3, that 
of his choosing A, is 2/3. If a different rule had been decided upon (say, one 
of choosing A, whenever the result of the throw is 1, 2, or 3), the probability of 
choosing A, would have been 1/2. Let us call the fraction giving the 


*In Table 5 there is no saddle point. 
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probability of choosing A, A’s chance coefficient; in the two examples, A’s 
chance coefficients were 1/3 and 1/2 respectively.* 

As a special case the value of the chance coefficient might be zero (meaning 
that is, definitely choosing strategy A,) or one (meaning that A is definitely 
choosing strategy A,); thus in a sense “pure strategies” may be regarded as 


Mathematical Expectations of A's Profit: 
2 
o | 5 || 32]] et 1 1 
43 35 3 25 
2 2 2 2 2 2 | maximun 
3 33 33 33 33 33 lone 
2 
1 || 3 321] 4 5 3 
Maxima] 38 4t 5 
MINIMUM 
MAXIMORUM 
Table 6 


a special case of mixed strategies. However, this last statement is subject to 
rather important qualifications which are of a complex nature and will not 
be given here. 

Now instead of choosing one of the available strategies the duopolist A 
must choose the optimai (in a sense not yet defined) chance coefficient. How 


“Since the probability of choosing A; is always equal to one minus that of choosing 
A;, specification of the probability of choosing A; is sufficient to describe a given rule 
However, when the number of available strategies exceeds two, there are several such 
chance coefficients to be specified. 
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is the choice of the chance coefficient made? The answer lies in constructing 
a table which differs in two important respects from those used earlier. Table 
6 provides an example. Each row in the table now corresponds to a possible 
value of A’s chance coefficient; similarly, columns correspond to possible 
values of B’s chance coefficient. Since the chance coefficient may assume any 
value between zero and one (including the latter two values), the table is 
to be regarded merely as a “sample.” This is indicated by spaces between 
rows and between columns, 

The numbers entered in the table are the average values (mathematical 
expectations) corresponding to the choice of chance coefficients indicated by 
the row and column.** (One should mention that Table 6 is only an exposi- 
tory device: the actual procedures used in the book are algebraic and much 
simpler computationally.) 

If we now assume with the authors that each duopolist is trying to maxi- 
mize the mathematical expectation of his profits (Table 6) rather than the 
profits themselves (Table 5), it might seem that the original source of diffi- 
culty remains if a saddle point does not happen to exist. But the mixed strate- 
gies were not introduced in vain! It is shown (the theorem was originally 
proved by von Neumann in 1928) that in the table of mathematical expecta- 
tions (like Table 6) a saddle point must exist; the problem is always deter- 
minate.*® 

The reader who may have viewed the introduction of dice into the decision- 
making process wth a certain amount of suspicion will probably agree that 


*To see this we shall show how, ¢.g., we COMPUTATION OF THE MATHE- 
have obtained the value in the second row and ysayicAl, EXPECTATION FOR THE 


We construct an auxiliary table (valid only 2ND ROW, 3RD COLUMN IN TABLE 6 


for this particular combination of chance co- 
efficients (A’s 1/3, B’s 2/3). 

This table differs from Table 5 only by the ae 2 B B 
omission of row maxima and column minima 
and by the insertion of the probabilities of 


choosing the available strategies corresponding A's choice 
to the second row third column of Table 6. | 2 
The computation of the mathematical expecta- : 3 
tion is indicated in Table 6. aeons 


A, | 4 1 5 


1é 
“3 In Table 6 the saddle point is in the third row second column; it is to be stressed 
‘hat Table 5 has no saddle point. 
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this is a rather spectacular result. Contrary to the initial impression, it is pos. 
sible to render the problem determinate. But there is a price to be paid: accept. 
ance of mixed strategies, assumption that only the mathematical expectation of 
profit (not its variance, for instance) matters, seem to be necessary, Many 
an economist will consider the price too high. Moreover, one might question 
the need for introducing determinateness into a problem of this nature, Per. 
haps we should consider as the “solution” the interval of indeterminacy given 
by the two critical points: the Minimum Maximorum and Maximum Mini. 
morum., 

As indicated earlier in this review, one should not ignore, in general, the 
possibility of a collusion. This is especially evident when more complex econo- 
mic situations are considered. 

We might, for instance, have a situation where there are two sellers facing 
two buyers. Here a “coalition” of buyers, as well as one of sellers, may be 
formed. But it is also conceivable that a buyer would bribe a seller into some 
sort of codperation against the other two participants, Several other combins- 
tions of this type can easily be found. 

When only ¢wo persons enter the picture, as in the case of duopoly (where 
the rdle of buyers was ignored), it was seen that a coalition would not be 
formed if the sum of the two persons’ profits remained constant. But when 
the number of participants is three or more, subcoalitions can profitably be 
formed even if the sum of all participants’ profits is constant; in the above 
four-person example it might pay the sellers to combine against the buyers 
even if (or, perhaps, especially if) the profits of all four always add to the 
same amount. 

Hence, the formation of coalitions may be adequately treated without 
abandoning the highly convenient constant-sum assumption. In fact, when the 
sum is known to be non-constant, it is possible to introduce (conceptually) 
an additional fictitious participant who, by definition, loses what all the real 
participants gain and vice versa. In this fashion a non-constant sum situation 
involving, say, three persons may be considered as a special case of a 
constant-sum four-person situation. This is an additional justification for 
confining most of the discussion (both in the book and in the review) to the 
constant-sum case despite the fact that economic problems are as a rule of 
the non-constant sum variety. 

We shall now proceed to study the simplest constant-sum case which 
admits coalition formation, that involving three participants. The technique 
of analysis presented earlier in the two-person case is no longer adequate. 
The number of possibilities increases rapidly. Each of the participants may be 
acting independently; or else, one of the three possible two-person coalitions 
(A and B vs. C, A and C vs. B, B and C vs. A) may be formed. Were it not 
for the constant-sum restriction, there would be the additional possibility 
of the coalition comprising all three participants. 

Here again we realize the novel character of the authors’ approach to the 
problem. In most?’ of traditional economic theory the formation—or absence— 


"In his Grundlagen einer reinen Kostentheorie (Vienna, 1932) H. von Stackelberg does 
point out (p. 89) that “the competitors [duopolists] must somehow unite; they must. -- 
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of specific coalitions is postulated. Thus, for instance, we discuss the econo- 
mics of a cartel without rigorously investigating the necessary and sufficient 
conditions for its formation. Moreover, we tend to exclude a priori such 
phenomena as collusion between buyers and sellers even if these phenomena 
are known to occur in practice, The Theory of Games, though seemingly 
more abstract than economic theory known to us, approaches reality much 
more closely on points of this nature. A complete solution to the problems 
of economic theory requires an answer to the question of coalition formation, 
bribery, collusion, etc. This answer is now provided, even though it is of a 
somewhat formal nature in the more complex cases; and even though it does 
not always give sufficient insight into the actual workings of the market. 

Let us now return to the case of three participants. Suppose two of them 
are sellers, one a buyer. Traditional theory would tell us the quantity sold by 
each seller and the price. But we know that in the process of bargaining one 
of the sellers might bribe the other one into staying out of the competition. 
Hence the seller who refrained from market operations would make a profit; 
on the other hand, the nominal profit made by the man who did make the 
sale would exceed (by the amount of bribe) the actual gain made. 

It is convenient, therefore, to introduce the concept of gain: the bribed 
man’s gain is the amount of the bribe, the seller’s gain is the profit made 
on a sale minus the bribe, etc. A given distribution of gains among the par- 
ticipants is called an imputation. The imputation is not a number: it is a 
set of numbers. For instance, if the gains of the participants in a given situa- 
tion were ga, Zs, Zo, it is the set of these three g’s that is called the 
imputation. The imputation summarizes the outcome of the economic process. 
In any given situation there are a great many possible imputations. Therefore, 
one of the chief objectives of economic theory is that of finding those among 
all the possible imputations which will actually be observed under rational 
behavior. 

In a situation such as that described (three participants, constant-sum) 
each man will start by asking himself how much he could get acting indepen- 
dently, even if the worst should happen and the other two formed a coalition 
against him. He can determine this by treating the situation as a two-person 
case (the opposing coalition regarded as one person) and finding the rele- 
vant Maximum Minimorum, or the saddle point, if that point does exist; the 
saddle point would, of course, exist if “mixed strategies” are used. Next, the 
participant will consider the possibility of forming a coalition with one ci 
the other two men. Now comes the crucial question: under what conditions 
might such a coalition be formed? 

Before discussing this in detail, let us summarize, in Table 8, all the 
relevant information. 


supplement the economic mechanics, which in this case is inadequate, by economic 
politics.” But no rigorous theory is developed for such situations (although an outline of 
possible developments is given). This is where the Theory of Games has made real 
progress, 


EMBER 
is Pos- 
accept. 
tion of 
Many 
estion 
e. Per. 
given 
Min 
al, the 
€cono- 
facing 
ay be 
) some 
nbina- 
where 
not be 
when 
ly be 
above 
buyers 
to the 


920 THE AMERICAN ECONOMIC REVIEW [ DECEMBER 
TABLE 8 
I. If A acts alone, he can get 5 
If B acts alone, he can get 7 
If C acts alone, he can get 10. 
II. If A and B form a coalition, they can get 15 
If A and C form a coalition, they can get 18 
If B and C form a coalition, they can get 20. 
ITI. If A, B, and C act together, they can get 25. 


Among the many possible imputations, let us now consider the three given 
in Table 9. 


TABLE 9 
A B 
#1 6.5 8.3 10.2 
#2 5.0 9.5 10.5 
#3 4.0 10.0 11.0 


It will be noted that under imputation #1, B and C are each better of 
than if they had been acting individually: they get respectively 8.3 and 10.2 
instead of 7 and 10. Hence, there is an incentive for B and C to form a 
coalition since without such a coalition imputation #1 would not be possible. 
But once the coalition is formed, they can do better than under #1; viz., 
under #2, where each gets more (9.5 and 10.5 instead of 8.3 and 10.2, 
respectively). In such a case we say that imputation #2 dominates imputa- 
tion +1. It might seem that #3, in turn, dominates #2 since it promises 
still more to both B and C. But it promises too much: the sum of B’s and 
C’s gains under #3 is 21, which is more than their coalition could get 
(cf. Table 8)! Thus #3 is ruled out as unrealistic and cannot be said to 
dominate any other imputation. 

Domination is an exceptionally interesting type of relation. For one thing, 
it is not transitive: we may have an imputation 7, dominating the imputation 
ig and i, dominating i;, without thereby implying that 7, dominates #,; in fact, 
i, might be dominated by #;.1* Moreover, it is easy to construct examples of, 
say, two imputations, neither of which dominates the other one.*® 

To get a geometric picture of this somewhat unusual situation one may turn 


*J.e., domination may be a cyclic relation. For instance, consider the following three 

imputations in the above problem: #1 and #2 as in Table 9, and #4, where 
A B C 
#4 6.0 7.0 12.0. 

Here #2 (as shown before) dominates #1 (for the coalition B, C), #4 dominates #2 (for 
coalition A, C), but at the same time #1 dominates #4 (for the coalition A, B) : the cycle 
is completed. 

* For instance, #2 and #3 in Table 9. 
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to Figure 1, where points on the circle represent different possible imputations, 
(The reader must be cautioned that this is merely a geometrical analogy, 
though a helpful one.) Let us now say that point +1 dominates point 
+2 if +2 is less than 90° (clockwise) from #1. It is easy to see in Figure 1 
that +1 dominates #2 and #2 dominates +3, but in spite of that, 
+1 does not dominate #3. 

This geometrical picture will help define the very fundamental concept of 
a solution. 

Consider the points (imputations) #1, 3, 5, and 7 in Figure 1. None 
of them dominates any other since any 
two are either exactly or more than 90° 
apart. But any other point on the circle 
is dominated by at least (in this case: 
exactly) one of them: all points between #8 
+1 and +3 are dominated by #1, etc. 
There is no point on the circle which is 
not dominated by one of the above four #7 
points. Now we define a solution as a set 
of points (imputations) with two proper- ~|_ 96 
ties: (1) no element of the set dom- 
inates any other element of the set, and 


#4 


(2) any point outside the set must be #6 = 
dominated by at least one element 
within the set. FIGURE 1 


We have seen that the points #1, 3, 

5,7 do have both of these properties; hence, the four points together form 
a solution. It is important to see that none of the individual points by itself 
can be regarded as a solution, In fact, if we tried to leave out any one of the 
four points of the set, the remaining three would no longer form a solution; 
for instance, if #1 were left out, the points between +1 and #3 are not 
dominated by any of the points #3, 5, 7. This violates the second property 
required of a solution and the three points by themselves are not a solution. 
On the other hand, if a fifth point were added to #1, 3, 5, 7, the resulting five 
element set would not form a solution either; suppose #2 is the fifth point 
chosen; we note that #2 is dominated by #1 and it also dominates +3. 
Thus, the first property of a solution is absent. 

Contrary to what would be one’s intuitive guess, an element of the solution 
may be dominated by points outside the solution: +1 is dominated by 
+8, etc. 

There can easily be more than one solution. The reader should have no 
trouble verifying the fact that #2, 4, 6, 8 also form a solution, and it is 
clear that infinitely many other solutions exist. 

Does there always exist at least one solution? So far this question remains 
unanswered. Among the cases examined by the authors none has been found 
without at least one solution. But it has not yet been proved that there must 
always be a solution. To see the theoretical possibility of a case without a 
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solution we shall redefine slightly our concept of domination (cf. Figure 2) 
#1 dominates #2 if the angle between them (measured clockwise) d 
not exceed 180°. 
Hence, in Figure 2 point #1 dominates #3, but not #4, etc. It can 
now be shown that in this case no solution exists. For suppose there is one: 
Py then we may, without loss of generality, 
choose #1 as one of its points. Clearly 
#2 
#1 by itself does not constitute a so. 
lution, for there are points on the circle 
(e.g., #£4) not dominated by #1; thys 
the solution must have at least two 
points. But any other point on the circle 
either is dominated by #1 (e.g., +2), 
or it dominates #1 (e.g., #4), or both 
(#3), which contradicts the first re. 
quirement for the elements of a solu- 
tion. Hence there is no solution con- 
sisting of two points either. A fortiori, 
#3 there are no solutions containing more 
— than two points. Hence we have been 
able to construct an example without a 
solution. But whether this type of situation could arise in economics (or in 
games, for that matter) is still an open question. 


O€s 


#5 


#4 


Now for the economic interpretation of the concept of solution. Within the 
solution there is no reason for switching from one imputation to another since 
they do not dominate each other. Moreover, there is never a good reason for 
going outside a given solution: any imputation outside the solution can be 
“discredited” by an imputation within the solution which dominates the one 
outside. But, as we have seen, the reverse is also usually true: imputations 
within the solution may be dominated by those outside. If we are to assume 
that the latter consideration is ignored, the given solution acquires an institu- 
tional, if not accidental, character. According to the authors, a solution may 
be equivalent to what one would call the “standards of behavior” which are 
accepted by a given community. 

The multiplicity of solutions can then be considered as corresponding to 
alternative institutional setups; for a given institutional framework only one 
solution would be relevant. But even then a large number of possibilities re- 
mains since, in general, a solution contains more than one imputation. More 
indeterminacy yet would be present if we had refrained from introducing 
mixed strategies, 

It would be surprising, therefore, if in their applications von Neumann and 
Morganstern should get no more than the classical results without discovering 
imputations hitherto neglected or ignored. And there are some rather interest- 
ing “unorthodox” results pointed out, especially in the last chapter of the 
book. 

In one case, at least, the authors’ claim to generality exceeding that oi 
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economic theory is not altogether justified in view of the more recent litera- 
ture. That is the case of what essentially corresponds to bilateral monopoly 
(p. 564, proposition 61:C). The authors obtain (by using their newly de- 
veloped methods) a certain interval of indeterminacy for the price; this inter- 
val is wider than that indicated by Bohm-Bawerk, because (as the authors 
themselves point out) of the dropping of Béhm-Bawerk’s assumption of a 
unique price. But this assumption has been abandoned, to give only one 
example, in the theories of consumer’s surplus, with analogous extension of 
the price interval. 

It will stand repeating, however, that the Theory of Games does offer a 
creater generality of approach than could be attained otherwise. The ex- 
istence of “discriminatory” solutions, discovered by purely analytical methods, 
is an instance of this. Also, the possibility of accounting for various types of 
deals and collusions mentioned earlier in connection with the three-person 
and four-person cases go far beyond resu!ts usually obtained by customarily 
used methods and techniques of economic theory. 

The potentialities of von Neumann’s and Morgenstern’s new approach 
seem tremendous and may, one hopes, lead to revamping, and enriching in 
realism, a good deal of economic theory. But to a large extent they are only 
potentialities: results are still largely a matter of future developments. 

The difficulties encountered in handling, even by the more powerful mathe- 
matical methods, the situations involving more than three persons are quite 
formidable. Even the problems of monopoly and monopsony are beyond reach 
at the present stage of investigation. The same is true of perfect competition, 
though it may turn out that the latter is not a “legitimate” solution since it 
excludes the formation of coalitions which may dominate the competitive im- 
putations. A good deal of light has been thrown on the problem of oligopoly, 
but there again the results are far from the degree of concreteness desired 
by the economic theorist. 

The reviewer therefore regards as somewhat regrettable some of the state- 
ments made in the initial chapter of the book attacking (rather indiscrim- 
inately) the analytical techniques at present used by the economic theorists. 
True enough, the deficiencies of economic theory pointed out in the Theory 
of Games are very real; nothing would be more welcome than a model giving 
the general properties of a system with, say, m sellers and m buyers, so that 
monopoly, duopoly, or perfect competition could simply be treated as special 
cases of the general analysis, Unfortunately, however, such a model is not 
yet in sight. In its absence less satisfactory, but still highly useful, models 
have been and no doubt will continue to be used by economic theorists, One 
can hardly afford to ignore the social need for the results of economic theory 
even if the best is rather crude. The fact that the theory of economic fluctua- 
tions has been studied as much as it has is not a proof of “how much the 
attendant difficulties have been underestimated” (p. 5). Rather it shows 
that economics cannot afford the luxury of developing in the theoretically 
most “logical” manner when the need for the results is as strong as it happens 
to be in the case of the ups and downs of the employment level! 

Nor is it quite certain, though of course conceivable, that, when a rigorous 
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theory developed along the lines suggested by von Neumann and Morgen. 
stern is available, the results obtained in the important problems wil] be 
sufficiently remote from those obtained with the help of the current (ad. 
mittedly imperfect) tools to justify some of the harsher accusations to be 
found in the opening chapter of the book. It must not be forgotten, for 
instance, that, while theoretical derivation of coalitions to be formed is of 
great value, we do have empirical knowledge which can be used as a substi. 
tute (again imperfect) for theory. For example, cartel formation may be so 
clearly “in the cards” in a given situation that the economic theorist wil] 
simply include it as one of his assumptions while von Neumann and Mor. 
genstern would (at least in principle) be able to prove the formation of the 
cartel without making it an additional (and _ logically unnecessary) 
assumption. 

The authors criticize applications of the mathematical methods to eco. 
nomics in a way which might almost, in spite of protests to the contrary, 
mislead some readers into thinking that von Neumann and Morgenstern are 
not aware of the amount of recent progress in many fields of economic 
theory due largely to the use of mathematical tools. They also seem to ignore 
the fact that economics developed in literary form is, implicitly, based on 
the mathematical techniques which the authors criticize. (Thus it is not the 
methods of mathematical economics they are really questioning, but rather 
those elements of economic theory which literary and mathematical eco- 
nomics have in common.) While it is true that even mathematical treatment 
is not always sufficiently rigorous, it is as a rule more so than the correspon¢- 
ing literary form, even though the latter is not infrequently more realistic 
in important respects. 

There is little doubt in the reviewer’s mind that nothing could have been 
further from the authors’ intentions than to give aid and comfort to the 
opponents of rigorous thinking in economics or to increase their complacency. 
Yet such may be the effect of some of the vague criticisms contained in the 
first chapter; they hardly seem worthy of the constructive achievements of 
the rest of the book. 

Economists will probably be surprised to find so few references to more 
recent economic writings. One might almost form the impression that eco- 
nomics is synonymous with Béhm-Bawerk plus Pareto. Neither the nineteenth 
century pioneers (such as Cournot) nor the writers of the last few decades 
(Chamberlin, Joan Robinson, Frisch, Stackelberg) are even alluded to, But, 
perhaps, the authors are entitled to claim exemption from the task of relating 
their work to that of their predecessors by virtue of the tremendous amount 
of constructive effort they put into their opus. One cannot but admire the 
audacity of vision, the perseverance in details, and the depth of thought dis- 
played on almost every page of the book. 

The exposition is remarkably lucid and fascinating, no matter how involved 
the argument happens to be. The authors made an effort to avoid the 
assumption that the reader is familiar with any but the more elementary 
parts of mathematics; more refined tools are forged “on the spot” whenever 
needed. 
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One should also mention, though this transcends the scope of the review, 
that in the realm of strategic games proper (chess, poker) the results ob- 
tained are more specific than some of the economic applications. Those 
interested in the nature of determinacy of chess, in the theory of “bluffing” 
in poker, or in the proper strategy for Sherlock Holmes in his famous en- 
counter with Professor Moriarty, will enjoy reading the sections of the 
book which have no direct bearing on economics. The reader’s views on 
optimum military or diplomatic strategies are also likely to be affected. 

Thus, the reading of the book is a treat as well as a stage in one’s intellectual 
development. The great majority of economists should be able to go through 
the book even if the going is slow at times; it is well worth the effort. The 
appearance of a book of the caliber of the Theory of Games is indeed a 


rare event. 


COMMUNICATIONS 


Hansen’s “Three Methods of Expansion Through Fiscal 
Policy”: Comment 


In the June, 1945, number of this Review (pp. 382-87), Professor Hansen 
gives an interesting diagrammatic exposition of the three basic ways in which 
fiscal policy can expand total income. The immediate occasion of this com- 
ment is to raise queries as to the precise meaning of the diagrams, and to 
suggest corrections for what seem to be certain non-essential errors, particu- 
larly in Figure 3 (p. 385). 

Hansen’s purpose is to show the increase in income resulting from the 
three fiscal policies, starting in each case from the same budget-balancing 
equilibrium. In Figures 1 and 2, it seems clear that the diagrams show a 
continuous series of larger and larger incomes at which the economy would 
be in equilibrium, given larger and larger doses of the fiscal stimulant (deficit- 
spending in one case and tax-financed spending in the other). There is some 
hint in the text that Hansen may have in mind not a continuous series, but 
only the initial and terminal points, in which case the lines connecting these 
points would lose significance, and in particular there would be no reason for 
the curvature of some of these lines in Figure 2. Incidentally, should not the 
broken lines in Figure 2 start from points H and F? Otherwise, the diagram 
shows income at equilibrium at the initial level Z, both with and without a 
small dose of the fiscal stimulant. 

But the real question arises with respect to Figure 3 (tax-reduction with 
no change in public expenditures), which does not appear consistent with 
either of the above interpretations, The simplest adjustment would be to 
redraw the broken lines so that they would start from points H and F. Then 
they would show tax receipts starting at the original level and tapering off 
to the final reduced amount PR; and then tax-financed spending plus deficit- 
spending would be shown as a constant amount, in accord with Hansen's 
assumption. (This the present diagram does not do.) 

This constant outlay would be represented by the constant distance between 
the line FV and the suggested line HP. 

Having started to comment, one is tempted to go on and, in particular, to 
express a caution as to the inference often drawn: that amy desired income 
can be induced by any one of these methods. This amounts to saying that, 
in existing or predictable situations, we do not need or desire to increase the 
national income by more than these mechanisms are capable of. In the case 0! 
increased public spending without increased tax-rates, both the source of the 
stimulating effect and the possible offsetting reactions have been amply dis 
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cussed and should be well understood. In the case of increased tax-financed 
expenditure, the stimulative effect hinges on the increased taxes reducing 
savings more than they reduce investment; and it seems clearly likely that a 
noint could be reached beyond which they would not have this effect. 

In the case of reducing taxes while keeping public outlays constant, the 
stimulus hinges on the reduced tax-rates stimulating consumption, while 
private investment is not reduced, or not as much as consumption is increased. 
The obvious limit comes when taxes go to zero. (In the diagram, they are 
reduced about 80 per cent.) If consumption should fail to respond as vigor- 
ously as the diagram shows, the no-tax limit might be reached before income 
expanded to the level OX, which appropriately symbolizes a satisfactory 
income. It is interesting to note that consumption is shown not only as 
increasing more than tax receipts are reduced, but as exceeding its former 
normal relation to total income by more than the reduction in tax receipts. 
Professor Hansen is clearly assuming that the increased consumption (which 
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is the one active component in this case) has a multiplier effect, and he js 
relying on that effect for his quantitative results. This seems, in principle, 
justifiable. This is aside from the question whether the size of the multipliers 
implicit in the several diagrams is overly liberal. 

J. M. Crarx* 


* The author is professor of economics at Columbia University. 


Comment 


The curves could be drawn either in the manner of my article in the June 
number or in the manner of Professor Clark’s suggestion. Either method js 
correct, according to the fundamental assumptions made. 

Clark assumes (Figure 2) a continuous adjustment both of expenditures 
and of tax rates. Thus his curves rightly would start from points H and F. 
I, on the other hand, assumed an increase in expenditures adequate to bring 
about full employment together with a single change in tax rates adequate to 
balance the budget at that full employment level. Thus Clark is right in 
assuming that I have in mind mainly the terminal full employment point, 
The lines in my chart, connecting the initial and the terminal points, are 
nevertheless significant. The dotted lines connecting the points indicate how 
various income levels are disposed of as between consumption and saving on 
the basis of the new tax rate structure. The income would vary as changes 
occurred in the volume of public outlays and private capital outlays com- 
bined. Clark, on the other hand, is continuously adjusting at each point on 
the income scale both the expenditures and the tax rates. In other words, my 
lines disclose the new consumption and savings function on the basis of the 
new tax structure. This new tax structure would mean a somewhat lower 
volume of consumption, also a somewhat lower volume of savings, for example, 
at income OL, Thus, my dotted curves do not coincide with the solid lines 
at points H and F. 

With respect to Figure 3, under Clark’s assumption, the new dotted curves 
start at H and F; but on this basis, how would one get any expansion, since 
the assumption is that the expansion comes about from the reduction in tax 
rates? If this initial difficulty could be overcome, Clark’s chart, in view oi 
his assumptions, is quite valid. His assumption is that there is a continuous 
process of tax reduction going on at each income level. I assume, on the 
other hand, that a sharp reduction in rates is made once and for all. On the 
basis of this new tax structure, my dotted lines now reveal what the con- 
sumption and savings would be at every income level. The income would te 
determined (the new consumption and savings functions being given as % 
the dotted lines) by the combined volume of public outlays and private 
capital outlays, the latter being subject to wide fluctuations. 

Arvin H. HANsEN* 


‘With a constant. tax rate structure, tax revenues would vary, as indicated in m) 
charts, with changes in the level of income. 
* The author is professor of economics at Harvard University. 
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Professor Hayek on German Socialism 


I 


In Chapter XII of his recent book, The Road to Serfdom,’ Professor 
Havek undertakes to show that the political philosophy of German national 
socialism has its roots in the teachings and doctrines of German socialists. 
Professor Hayek claims that “the support which brought these [national 
socialist] ideas to power, came precisely from the socialist camp,” that, at 
least in Germany, “the connection between nationalism and socialism was 
close from the beginning,” and that “it was largely with the assistance of 
old socialists that the beginning which produced national socialism rose 
during this period.’”* This paper will examine the correctness of these state- 
ments in view of the political and economic ideology of German socialism. 

Professor Hayek bases his argument on two types of evidence. First, he 
reminds us that pre-1914 German socialism counted among its forbears the 
same men—Fichte, Rodbertus, and Lassalle—who are at present recognized 
as the intellectual fathers of national socialism, Second, he quotes several 
authors whose ideas he claims were formed by their study of Marxian writ- 
ings and who expressed strongly nationalistic views. These two facts he con- 
siders sufficient evidence to convict the German socialist movement of ad- 
herence to extreme nationalism, to a glorification of state power at the ex- 
pense of the individual, and to an ideology diametrically opposed to that of 
traditional liberalism. 

A proper analysis of the economic and political ideology of any group con- 
sists in tracing the historical influences operative on the representative ex- 
ponents of the group and in fully discussing their views. With the exception 
of Bebel, none of the men referred to by Professor Hayek can be regarded 
as having held leading positions among socialist writers or politicians. The 
appeal to Fichte, Lassalle, and Rodbertus is also deceptive. The fact that 
these men are regarded as intellectual forbears of socialism and of national 
socialism does not mean much by itself unless a thorough analysis is made 
of why they have attained this position and which parts of their theories 
have been taken over. How misleading the simple appeal to spiritual father- 
hood can be is shown by reference to contemporary America, where we find 
such diverse groups as the Republicans and the Communists appealing to 
Lincoln as their political ancestor; where we find monopolists calling on 
Jefferson to protect their “freedom of enterprise” from the trust-busters who 
claim to act on principles of that same Thomas Jefferson. 

Before we can clearly understand the influence of Fichte, Lassalle, and 
Rodbertus on both the socialists and national socialists, we must investigate 
briefly the part of their doctrines that has been adopted by each group. 
Fichte started as an admirer of the French Revolution and in his younger 
years published political tracts abusing the feudalistic and absolutist -trends 


Univ. of Chicago Press, Chicago, 1944. 
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in many German principalities. Economically Fichte was a mercantilist; po- 
litically he became, under the impact of the Napoleonic wars and the elo- 
quent manifestation of the weakness of a divided Germany, more and more 
of a nationalist, without, however, losing himself in purely chauvinist argu- 
ments. Later socialists became acquainted with some of Fichte’s works chiefly 
through Lassalle who considered him an important political philosopher, It 
would be wrong, however, to claim that he was regarded by anyone as a 
father of socialism; certainly his influence was much less than even that of 
Hegel. It is true that the socialists noted with satisfaction the occasional anti- 
feudalistic, anti-clerical, or egalitarian ideas in Fichte, but they did the same 
with the Greek philosophers, the medieval and humanist utopians, and the 
religious reformers. It would be almost equally preposterous to regard Plato, 
Thomas More, Jan Hus, Thomas Campanella, or Winstanley as fathers of 
German socialism.* 

The case of Lassalle and Rodbertus is somewhat different from that of 
Fichte. Their doctrines were adopted more fully by the socialists than those 
of Fichte, but only in a very limited sense can they be regarded as fathers 
of national socialism. (It would be especially strange if the national socialists 
so regarded Lassalle, who was of Jewish parentage.) The original national 
socialist writers were not acquainted with either Lassalle or Rodbertus, Their 
names do not even appear in the writings of Rudolf Jung, Count E. v. Revent- 
low, and Gottfried Feder. It is likely that Lassalle and Rodbertus were not 
introduced in the national socialist literature until 1934 by Sombart in his 
Deutscher Sozialismus. After that, occasional references to Rodbertus and 
Lassalle appear, but I have been unable to locate a single source which 
treated their views with genuine understanding.‘ 

Lassalle and Rodbertus developed similar political philosophies, both as- 
signing to the state an economic réle. Their views were based on the Hegelian 
Rechtsphilosophie, but whereas Marx, who also derived his philosophical 
inspiration from Hegel, “turned the Hegelian philosophy upside down,” 
Lassalle and Rodbertus followed Hegel in maintaining that the state is a 
moral category (sittliche Idee) standing above the individual. But whereas 
for Hegel this moral category was absolute (i.e., objectively fixed) and the 
individual completely subordinated to the state and its purpose, Lassalle 
and Rodbertus assigned to the state a purpose derived from the individuals 
composing it. The purpose of the state according to them is to bring about 
the greatest freedom of the individual, which it achieves by being a welfare 
state, a “sozialer Staat.”® This view is most clearly expressed by Lassalle in 


*In the latter part of the nineteenth century it became fashionable among German 
socialists to look for egalitarian ideas among the old philosophers and reformers. The 
two outstanding examples of this literature are found in Karl Kautsky, Die Vorliufer 
des neueren Sozialismus (Stuttgart, 1895), and Georg Adler, Geschichte des Sozialismus 
und Kommunismus von Plato zur Gegenwart (Leipzig, 1899). 

*The fullest discussion of Rodbertus and Lassalle in national socialist literature is to 
be found in Friedrich Schinkel, Preussischer Sozialismus (Breslau, 1934), which shows 
little understanding of the economic or political theories of either of the two men. 


‘The chief exponent of Lassalle’s “state” or “national” socialism was Berhard Harms 
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the statement that “the purpose of the state is to bring the individual to his 
positive development and progressive growth, in other words, to create the 
true foundation of human destiny, i.e., of the culture of which the human race 
is capable; it is the means for the education and development of humanity 
to freedom.”® 

Nevertheless, it is significant that in the later history of German socialism 
the Marxian doctrine of opposition to the state prevailed over Lassalle’s aim 
to remake bourgeois Germany into a welfare state. The reason for this is to 
be found not only in the more compact logical theory of Marxism, but also 
in the fact that the German socialist movement carried forward the rationalist 
democratic ideals adapted from the French Revolution.’ These ideas had 
slowly filtered into Germany until they had provided the impetus for the 
revolution of 1848, This revolution for a liberal bourgeois democracy was 
hailed by the socialists as their work, and later they always identified their 
political aims and ideals with a considerable part of those held by the 1848 
revolutionaries. Professor Hayek has thus to admit that after 1870 “the 
national socialist elements receded for a time into the background.”* This 
is rather an understatement since the national elements were completely ab- 
sent among the socialists, even among those who, following Eduard Bern- 
stein, had given up the theory of the social revolution. In this period falls 
the great struggle of the German socialists with the German state. It is im- 
possible here to mention all the incidents between the socialist party and 
the guardians of the idea of a strong nationalist state—in the Reichstag, in 
the press, and in scientific literature. It must suffice to mention just a few 
examples. The socialists voted and agitated consistently against government 
monopolies: for instance, in 1874-76 against the state ownership of the rail- 
roads and in 1882 against Bismarck’s tobacco monopoly. In 1892 there took 
place in socialist circles a debate on state socialism. The issue was discussed 
at the party conference of 1892 at Berlin and a resolution condemning state 
socialism was passed by a unanimous vote, The argument was summarized by 
Wilhelm Liebknecht, one of the leading socialist deputies: “The nearer capi- 


in his Ferdinand Lassalle und seine Bedeutung fiir die deutsche Sozialdemokratie (Jena, 
1911), which is criticized in S. Baron, Die politische Theorie Ferdinand Lassalles (Leipzig, 
1923). A different, and for our purposes more significant, analysis of Lassalle’s political 
theories is to be found in Franz Mehring, Geschichte der deutschen Sozialdemokratie 
(Stuttgart, 1897), Vol. I, pp. 515 f., and Eduard Bernstein, Ferdinand Lassalle und seine 
Bedeutung fiir die Geschichte der Sozialdemokratie, in F. Lassalle, Reden und Schriften 
(Berlin, 1893), Vol. I, pp. 101-06. These last two authors, both recognized socialists, 
represent the way in which Lassalle’s ideas were interpreted in pre-1914 German socialist 


"F. Lassalle, Arbeiterprogramm, in Reden und Schriften (ed. Bernstein, Berlin, 1893), 
Vol. II, p. 46. (My italics.) 

‘This same opinion is also expressed by Eduard Heimann in Mehrwert und Gemeinwirt- 
schaft (Berlin, 1922), pp. 112 ff., and by Lord Keynes in The End of Laissez-Faire (Lon- 
don, 1926), p. 45, who points out the utilitarian roots of nineteenth century socialism. 
Cj. also the pertinent remarks in Werner Cahnmann, Der Okonomische Pessimismus und 
das Ricardosche System (Halberstadt, 1929), pp. 14-15. 

OP. cit., pp. 168-69, 
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talism comes to its end, disintegrates, and falls apart, the better bourgeois 
society understands that, in the long run, it cannot defend itself against the 
thrust of socialist ideas, and the nearer we are also to the time when state 
socialism will be proclaimed in all earnest;—the last struggle which social 
democracy will have to fight will be fought under the slogan: Here Sociai 
Democracy—Here State Socialism!” 

In matters of trade policy the socialists overwhelmingly favored free trade. 
They supported the Caprivi treaties of 1892, which contained important tariff 
reductions, as a step in the right direction. This does not mean that protec. 
tionist arguments were not forthcoming from socialist ranks, but the pro- 
ponents of protection were consistently defeated in party councils and lacked 
support from the membership at large.?® The free-trade position of the Ger- 
man socialists was so unshakable that even a non-socialist writer called them 
the “guardians of that Manchesterism once so severely spurned by them.’™ 

Socialist opposition to any form of nationalism appeared most clearly in 
the consistent socialist propaganda and parliamentary vote against militarism 
and the army and navy budget, and in favor of disarmament. Professor 
Hayek quotes August Bebel correctly as remarking in 1892 that “the Im- 
perial Chancellor can rest assured that German Social Democracy is a sort 
of Preparatory School for militarism.”?* However, he omits to add that the 
remark was made ironically. In the session of December 13, 1892, the chan- 
cellor in a speech had remarked that army officers were satisfied with the 
discipline shown by socialist recruits. Bebel, referring to the discipline in the 
socialist party, then made the above remark. That it was meant ironically 
and was so understood is proved by the stenographic report which contains 
the word “laughter” after the quoted sentence.** It would be strange indeed 
if Bebel had meant these words seriously, since in his report to the Social 
Democratic Party Conference of the same year Paul Singer, the chairman of 
the conference, reaffirmed the attitude of the socialists to the military pro- 
gram of the government: “Not a man, not a penny for militarism, for the 
ruling military system.”** This anti-nationalistic attitude of the socialists on 
numerous other questions—on agricultural policy, anti-monopoly policy, in- 
ternational treaties, colonial policy, and others—could be demonstrated by 
a mass of similar evidence. 


°Cf. Protokoll iiber die Verhandlungen des Parteitags der Sozialdemokratischen Parte 
Deutschlands (Berlin, 1892), pp. 182-83. The whole debate, op. cit., pp. 173-215, is very 
illuminating on the anti-statist attitude of the overwhelming majority of socialists. 

° Cf. Protokoll iiber die Verhandlungen des Parteitags der Sozialdemokratischen Paria 
Deutschlands zu Stuttgart (1898), pp. 172-205. 

“Julius Becker, Das deutsche Manchestertum (Karlsruhe, 1907), p. 99. 

"Op. cit., p. 169, note. Professor Hayek also says that the remark was addressed to 
Bismarck. In actual fact, Bebel’s words were directed against a remark of Caprivi. 
Bismarck’s chancellorship ended in 1890. 

® Stenographische Berichte iiber die Verhandlungen des Reichtags, I1. Session, 1892/93, 
Vol. I, p. 303. 

“ Protokoll iiber die Verhandlungen des Parteitags der Sozialdemokratischen Parte 
Deutschlands (Berlin, 1892), p. 131. 
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Professor Hayek bases his chief proof for the nationalist roots of German 
socialist on three writers whose ideas are said to have been developed by their 
acquaintance with socialism, and who published tracts of a highly biased 
nd chauvinist nature during the First World War. These men are Werner 
Sombart, Johann Plenge, and Paul Lensch. Of the three only Lensch was 
an official party member. Sombart, it is true, had been sympathetic to the 
labor movement and had been fascinated by Marxian ideas, but he was a 
strong individualist intellectually and there is no doubt that his ideas were 
developed quite independently of his acquaintance with socialist doctrines.** 
Sombart himself, even before his break with the socialist movement, would 
have been the first to say most decidedly that he remained a partisan only as 
long as he found himself in agreement with Marxian ideas. 

Plenge was never a socialist and never understood either Marx or the later 
socialist theories, This is rather neatly shown in a book review of Plenge’s 
Marx und Hegel which Franz Mehring wrote in 1911.** The review is a biting 
satire of Plenge’s ignorance of Hegelian and, above all, of Marxian doctrines. 
Even if this testimony of an eminent socialist theorist were not available, 
a glance at Plenge’s writings would convince anyone of his utter incompetence 
to stand for anything but his own narrow views; he will also learn that Plenge 
was not only not a socialist, but not even a worthy critic. 

There remains Lensch. Lensch actually was a socialist, and in his younger 
years had belonged to the radical wing of the party. He became a deputy to 
the Reichstag and (together with Haase and Karl Liebknecht) opposed the 
granting of war credits to the government when it was discussed in the 
August 3, 1914, session of the Social Democratic Reichstag fraction. It must 
have been in the short period between August, 1914, and the spring of 
1915 that he changed his views completely. Part of this change might be 
explained by Lensch’s ambitious character, and by his quarrels with the other 
leaders of the left wing (especially with Liebknecht and Rosa Luxemburg). 
Be that as it may, one thing is certain: Lensch’s conversion was not repre- 
sentative of socialist opinion in general, and his nationalistic outburst was 
flatly repudiated by the majority of the party. Lensch’s pamphlet, Die 
deutsche Sozialdemokratie und der Weltkrieg, was subjected to a ruinous 
criticism by Karl Kautsky and Gustav Eckstein, who attach to Lensch’s 
pamphlet such epithets as “ridiculous,” “directly wrong,” and “erroneous.”!* 

In general the attitude of German socialists during the First World War 
was one of surprising detachment and objectivity. There was a small group, 


*This fact is emphasized again and again by the critical attitude which socialists 
adopted toward Sombart. More than once they declined to accept his public utterances 
as representing their views and devoted considerable space to give expression to their 
disagreement with Sombart, even in his “Marxian” period. Cf. especially Rosa Luxem- 
burg, Die deutsche Wissenschaft hinter den Arbeitern, which appeared in 1900, and her 
article Im Rate der Gelehrten which appeared in 1903. Both articles are reprinted in 
Rosa Luxemburg, Gegen den Reformismus (ed., Paul Frélich, Berlin, 1925), pp. 221-51. 


“Die Neue Zeit, Vol. 29, II, pp. 143 f. 


"Gustav Eckstein, “Englands Siegespreis,” Die Neue Zeit, Vol. 33, I, pp. 705-711, and 
Karl Kautsky, “Zwei Schriften zum Umlernen,” Die Neue Zeit, Vol. 33, II, pp. 34-42. 
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led by Ludwig Frank and Eduard David, who confessed after the outbreak 
of the war their conversion from internationalism, but hardly one of them 
would have gone so far as to support Lensch. The majority of the socialists 
were opposed to a war of national aggrandizement. At the outbreak of the 
war a wave of patriotic enthusiasm, fanned by the press, swept the country: 
nobody remained unaffected and the great mass of Social Democratic workers 
swung around to the support of the imperial government. Hence many 
socialist deputies voted for the war credits, because they realized that other. 
wise they would be alienated from the masses whom they represented," 
Nevertheless, there continued to be a consistent, strong opposition to the war. 
and the support of even those socialists who voted in favor of the military 
budgets was based on the condition that, in the case of a German victory, the 
peace terms should not include acquisition of territory or the subjection of 
foreign countries, and that, both internally and externally, the German 
government should further a policy of social reforms, of strengthening demo- 
cratic institutions, and of increasing the political rights of the masses.”* 
Our analysis shows that German Social Democracy before and during the 
First World War was in overwhelming support of democratic and even 
liberal ideas and was almost completely lacking in nationalistic tendencies, 
Those exceptions which existed have proved to be either spurious or special 
cases and can hardly be used as representative of the dominating ideas or 
as typical examples for an indictment of the socialists. A careful study of 
the socialist writers and politicians (particularly of such representative figures 
as Kautsky and Mehring, Bebel and Liebknecht, Luxemburg and Bernstein, 
Hilferding and Bauer), would show that not the ideas of Fichte and German 
romanticism, but eighteenth century materialism and rationalism which in- 
augurated the French Revolution had a much greater influence on them than 
any other single source besides the works of Marx and Engels.”° Thus the so- 
cialist movement in Germany before and largely also during the First World 
War was eminently anti-statist and internationalist and probably the strongest 
democratic force in the political arena of the Germany of Wilhelm II. 
Bert F. Hoseti1z* 


* August Winning, Das Reich als Republik (Berlin, 1928), p. 99, and Arthur Rosen- 
berg, Die Entstehung der deutschen Republik (Berlin, 1930), pp. 71 f. 


* Cf. especially the declaration of Haase on March 10, 1915 (Verhandlungen des 
Reichstags, Vol. 306, pp. 45 ff.); of Ebert on May 29, 1915 (ibid., pp. 172 ff.); and on 
April 5, 1916 (ibid., Vol. 307, pp. 857 ff.), of Scheidemann on December 9, 1915 on 
occasion of a socialist interpellation in the Reichstag to enter into peace negotiations with 
the Allies (ibid., Vol. 306, pp. 430 ff.), and on May 15, 1917, on occasion of a renewed 
interpellation to determine peace aims based on international conciliation (ibid., Vol. 310 
pp. 3390 ff.). 

* The importance of this fact was recognized clearly by Engels who placed much em- 
phasis on the influence of English and French materialism on post-Hegelian German 
thought. See his Socialism, Utopian and Scientific and Part II of his Ludwig Feuerbach 
The same view is also expressed by F. A. Lange, Geschichte des Materialismus (Iserlohn, 
1877), Vol. II, pp. 70 ff. 

* The author is instructor in economics in the College of the University of Chicago 


14 
Cis 
all 
wa: 
aol 
€co 
wo 
sug 
for 
Vo 
net 
the 
ma 
Mi 
S10! 
nu 
wi I 
side 
wo 
cer 
ai 
tary 
‘Gk 
la} 
Wal 
Sec 
tru: 
Vict 
the 
the 
Luc 
thie 
— 


COMMUNICATIONS 


II 


Mr. Hoselitz’s criticism of Hayek’s Chapter XII—or rather of his pages 
168 and 169—is right as far as it goes. Bebel’s utterance was ironical; why 
else should he and his party have voted against the appropriations for the 
army in the Reichstag year after year? Just as dogmatic and unanalyzed as 
was the party’s belief in the socialization of the means of production as a 
domestic panacea was its belief in free trade in the international scene. It 
is no exaggeration to say that in all international questions, political and 
economic, the party blindly followed a radical, dogmatic liberalism. 

The trouble is that Hayek has missed documents and arguments which 
would have made his criticism much stronger. Three of them may be briefly 
suggested. 

In the last decade prior to the First World War a fairly vocal movement 
for colonies and tariffs developed in the group around the Sozialistische 
Monatshefte, a well-written magazine which gathered all elements dissatis- 
fied with the dominant orthodox doctrine, intellectuals on the one hand, trade 
union leaders on the other hand. Hayek’s witness Lensch at that time was on 
the extreme left of the party; but his later position was foreshadowed by 
many articles and other publications of that group, among which those by 
Max Schippel, Gerhard Hildebrand, and Ludwig Quessel were perhaps most 
discussed. Mr. Hoselitz would be right, however, in arguing that that discus- 
sion among intellectuals had little bearing on the attitude and policy of the 
huge party itself, suspicious as it was of non-workers anyway. To the average 
worker it was enough to know that free trade and disarmament would con- 
siderably lower the cost of living and would, presumably, eliminate the danger 
of war. Hildebrand’s expulsion from the party produced no repercussions 
whatever. 

A second line of reasoning might refer to many passages in the correspon- 
dence and journalistic work of Marx and Engels themselves. Engels’s liking 
of, and expert knowledge in, military art have always been well known to 
students. This inclination in itself would not prove anything; the prophet of 

frankly revolutionary movement is almost under obligation to study mili- 
tary chances and techniques. But in the context of the Marx-Engels philosophy 
of history this military interest took a curious turn. Engels is known to have 
elaborated a plan of strategy for the German General Staff in the French 
war of 1870 and to have rejoiced in the German victories over the French 
Second Empire, which certainly was not among the more attractive phases 
oi French history, Engels’s attitude was logical in view of his and Marx’s 
trust in the superiority of dynamic large-scale organization to make the final 
Victory of socialism more inevitable and the socialist society more efficient; 
they simply regarded the German victory as preferable from the point of view 
of the dialectical progress of the socialist movement. Here one can see that 
the development from Hegel to Plenge—who is a far more original and forceful 
thinker than Mr. Hoselitz would admit, and incomparably superior to Lensch 
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—really leads through a phase in the thinking of Marx and Engels them. 
selves. Even more outspoken was their German nationalism in relation to 
Germany’s eastern Slavonic neighbors, Czechs, Poles, and Russians. They 
fully shared the prejudice of the German middle class about the alleged cy. 
tural and intellectual inferiority of all Slavs. They regarded Czechs ang 
Poles as fitting material for German domination in the interest of European 
unification and preparation for socialism and made no bones about their pro. 
found contempt for those peoples. 

A few students only know these facts because, for obvious reasons, only a 
few care to know them; pertinent quotations can be found in the instructive. 
though obsolete, book by Henry Bamford Parkes, Marxism: An Autopsy. As 
to Marx’s and Engels’s judgment on Russia, they took the backwardness oj 
the Czarist régime for evidence of Russia’s inferiority, just as the Western 
orientation of their philosophy of dialectical progress was taken by Dos. 
toevsky to prove the all-pervading corruption of all Western movements and 
the unique mission of Christian Russia. Their anti-Russian and anti-Slay 
bias (compare the contempt of cultured and assimilated German Jews, previ- 
ous to Hitler, for Polish and Russian Jews as members of inferior cultures!) | 
made world history when the Social Democratic party of Germany, in 1914, 
voted for the war credits on the ground that German progress had to be 
defended against the Czar, to whom the Western allies had ignominiously 
sold out in their blind hatred against and jealously of Germany. This is a 
complex picture, which shows much primitive German nationalism in German 
socialism but may not very well suit Hayek’s purpose because of his own 
adherence to the Western ideology of progress. 

The third point must_suit him much better. There was a definitely totali- 
tarian trend in many Social Democratic organizations under the Weimar 
republic. The excessive reliance of the big centralized labor unions on the 
state to govern industrial relations has often been referred to, less often 
their annexation and emasculation of the shop councils, which are the cells of 
industrial democracy. But an even more important development was con- 
spicuous in many educational and leisure-time activities, when the working 
youth were urged, in the interest of proletarian culture, to set up their own 
class organizations for hiking and other sports, for chess and other games, and 
when the party claimed for the party-dominated elementary schools of the 
municipalities educational superiority over the family. This trend was by 
no means dominant, it is true, nor unopposed by the strongly humanist edv- 
cators to whom the socialist movement was the left wing of a democracy 
conceived in the spirit of German idealism and poetry and transcending class 
lines. The two conflicting tendencies may have roughly coincided with the 
continued split, in the Social Democratic party itself, between its right 
wing, the former majority socialists, and the orthodox Marxist left wing, the 
former “Independents,” who had split off during the war to oppose the un- 
qualified acceptance of the imperial and military leadership and who rejoined 
the majority in 1922. But the political minority naturally was more con 
spicuous and may have counted more adherents in the cultural field than the 
majority, whose adherents merged their cultural activities with those of other 
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soups and classes. The strength and driving power of the movement here 
jescribed cannot be doubted, although it is difficult correctly to appraise the 
sources of its strength. Was it merely the assertion of the totalitarian class 
tendency, which no doubt is inherent in Marxism, parallel to the victorious 
assertion of the same tendency in Russia and certainly much influenced by it? 
Or was it primarily a reaction to the growing totalitarian tendencies in Ger- 
man education in the opposite direction? At any rate, it was among the 
most spectacular signs of democratic disintegration in Germany. 
EpuARD HEIMANN* 


*The author, formerly professor in the University of Hamburg, has since 1933 been 
professor in the Graduz te School of the New School for Social Research. 


Addendum to The Theory of Economic Progress 


I suppose that everybody who ever published anything has later wished 
he could alter it. At all events I find myself in that situation; and since one 
alteration that I would make, if I could, in my Theory of Economic Progress 
might help some readers to avoid what seems to be the commonest mis- 
interpretation of the central theme of the book, I am tempted to try to offer 
it to my colleagues in this form. 

We would all agree, I presume, that the values we all seek, individually 
and collectively, are those of human life and personality, the fuller realization 
of our potentialities as human beings, a greater measure of the creative 
achievements of the human spirit which in some sense or other make life 
worth while. The question is, What do these fine phrases mean? 

For the overwhelming majority of mankind throughout history the answer 
to this question has been provided by revelation and authority, and, con- 

ly, faith and obedience. But the development of reason destroys the 
intellectual sanction of authority and the validity of revelation, with the 
consequence that reason finds itself confronted with the sixty-four-dollar 
question. 

The classical theory of the organization of the economic life of the com- 
munity through the medium of price is a part of the effort we have made to 
answer that question. I don’t see how anybody can challenge this. It has 
been declared and explained over and over again in a thousand different ways, 
and nobody has ever even attempted to explain the origin and growth and 
present meaning of the price theory in any other way. The question is 
whether the answer is correct and adequate. Offhand denial that it is any 
answer to any question seems to me to mean only that the deniers know 
in their hearts that it will not do. 

What form does the answer take? In effect it is that of referring the 
whole problem to the individual conscience, one which comports closely with 
‘he whole “Protestant” trend of modern times, as many students have 
exhibited at length. We may disavow ever thinking that the price system 
acaleves perfect justice, but we certainly have thought, and still think, it 
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does something. The most popular current phrase for what it does is that o; 
bringing about the “efficient use of resources.” And what, pray, dogs 
“efficient” mean? We would all agree, I judge, that it does not refer to any 
economist’s notion of what is or is not efficient but rather to the consciences 
of all members of the community as registered in their “wants.” 

The price theory reposes a very great burden of significance upon wants 
for obvious reasons. Not to do so in effect robs the key phrase of its key 
word, “efficient.” It then becomes simply “the use of resources” that price 
effects, and we are instantly brought up against the unanswerable question, 
“So what?” If the price system has any significance at all, it is the significance 
it gains by “registering wants.” 

And what are wants? In recent years economists have taken to replying 
that wants are unanalyzable “primary data” and dropping the question like 
a hot poker. And well they might! It’s a red-hot question, right enough, and 
it only gets hotter if we drop it back into the fire. For wants are significant 
only if they have the sanction of authority and the validity of revelation, 
That of course is what Protestantism claimed for the individual conscience. 
The only alternative is utter relativism, and that is the inescapable corollary 
of current sociological teaching. 

This “absolute relativism,” if I may be allowed such a phrase, is of course 
unsatisfactory both intellectually and practically, as a great many students 
have long since realized. Indeed, it is that realization which has impelled 
many intellectual leaders to turn back to the other alternative. But their 
resolution of the dilemma of contemporary social thinking, justified as it is 
by the intellectual bankruptcy of complete relativism, nevertheless does als 
merit the charge that it is a “failure of nerve.” For the resolutely objective 
scrutiny of human behavior, especially in historical perspective, does reveal 
something more than the relativity of all wants and values to the fashions of 
the time and place. 

Viewed in historical perspective the panorama of human experience does 
constitute an amazing achievement. It is easy enough to sneer at bathtubs 
and air conditioning. Nobody considers either of these the pinnacle of 
modern achievement. (One might just as sensibly dispose of Greek civiliza- 
tion by sneering at the absurd tonsorial practices of the contemporaries of 
Aeschylus and Plato.) Even if the last five centuries are left completely out 
of account, the span bounded by the Aurignacian caves and the cathedral of 
Chartres still represents an amazing achievement. To say that one society 
wanted caves and the other wanted cathedrals is simply ridiculous. The 
inescapable truth is that human experience does manifest a developmental 
pattern of some sort. To close one’s eyes to it is simply to go blind. 

This is the point at which I should like to offer my addendum, Becaux 
I have tried to focus my readers’ attention on this developmental patter 
and have tried to avoid repetition of empty commonplaces about the values 
of human life and personality and all that sort of thing, I seem to have! eft 
the impression that I am offering “mere gadgets” as the criterion of value 
instead of human life and personality, the fuller realization of our — 
ties as human beings, the creative achievements of the human spirit, and s 
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‘orth: and because I have tried to exhibit and emphasize the logical and 
ethical and therefore economic significance of the continuity which is 
actually present in the technological process and in it alone and is therefore 
the sole alternative to the absolutism of revelation and the utter relativism 

; “wants,” I seem to have given some readers the impression that I regard 
“mere continuity” as a master principle without reference to what it is that 
is continuous. 

But misunderstandings such as these are as unnecessary as they are un- 
fortunate. Surely there is no question of substituting anything else for human 
\ife as the sum of values. By all means let us assume our common humanity 
as the repository of all value. The question then is, With what meaning can 
we fill this otherwise empty commonplace? If I have questioned the validity 
of the axiom which makes “consumption” the “end” to which all other 
economic activity is the “means,” I have done so because, for reasons I have 
given at some length, these words fail to supply the meaning we require and 
are largely responsible for the intellectual sterility of the price theory of 
which they are an indispensable part. They refer only to the “satisfaction” 
of “wants,” of which we can say only that people want what they want. 

In contrast to all that, the technological continuum, which contains all the 
arts, all the sciences, and the whole vast range of tools and skills and know- 
how of which the arts and the sciences are the highest expression, does in 


‘fact contain and embody the judgment of all mankind and of all ages as 


io what is most valuable in life and what makes life worth while. As such it is 
not something to be considered instead of the values of human life and 
personality, the fuller realization of our potentialities as human beings, and 
the creative achievements of the human spirit. Neither is it “merely” the 
scientifically-known instrumental “means” to the attainment of otherwise- 
known consummatory “ends.” On the contrary, it is the answer which reason 
and organized knowledge give, and have always given, to the question what 
these fine phrases—human life and personality, the creative achievements of 
the spirit—mean. Living is doing. Only in doing does living become 
significant. 

Whether this life-pattern of mankind is properly or adequately designated 
in terms of “instruments” or of “techniques” is a legitimate question. The 
terminological difficulty is indeed considerable. Long usage has wrought a 
most unfortunate cleavage between art and science and between both of 
these and the humbler but vastly more extensive activities of the whole race. 
The people who say that art embodies the solution of the problem are right 
but only partially right, and the same is true of science. Since both of these 
are consummations of activities and values that are common to all mankind, 
it seems closer to the truth to give the whole pattern some such common 
designation. This is the consideration that led Dewey to use the designation 
“instrumentalism” and Veblen that of “technology.” 

Dewey himself has recently declared that “technology” is after all perhaps 
the less misleading term, but that is certainly an open question. Certainly the 
language we use in dealing with these problems is open to improvement at 
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all times, and anybody who can find ways to improve on it will be conferring 
great benefits on all of us. 

No such benefit accrues from the sneers of those who dismiss the whole 
effort as that of “making a god of the machine,” “building more machines 
to build more machines to build more machines,” etc., etc. Moreover. those 
who sneer assume a very grave responsibility. What is their answer to the 
conundrum of the utter relativity of wants? They have managed to becloud 
the basic issues to which their own efforts are presumably addressed with 
smoke screen of curves and integration signs. But the issues still remain, 
and meanwhile time is running out. Revelation and authoritarianism stjjj 
threaten to resume their ancient rdéle. If price theory is only a way of 
abandoning the effort in the grand manner—if “value is indefinable,” “wants 
are primary data,” and “equilibrium is just equilibrium”—then its exponents 
can ill afford to sneer at anybody. If, on the other hand, price theory does 
indeed contain the answer, then its exponents would be well advised to find jt 
and be quick about it. 

C. E. Ayrzs* 


* The author is professor of economics at the University of Texas. 


Cost Accounting and Statistical Cost Functions 


The note which appeared under this title in the June, 1945, issue of the 
Review suggests that the linear biases of cost accounting contribute to the 
linearity of statistical cost functions, as these have been derived. The cas 
presented was summed up in the statement: “Accounting data with their 
hazy rubrics and linear biases seem incapable of producing anything but : 
linear cost function.” 

Now it is true that the procedures of cost accounting are such as to yield 
figures for unit product cost with certain biases. The conventional notion of 
“normal cost” employed in the great bulk of all cost accounting is a kind of 
annual average cost; as such, it levels out cost fluctuations that arise from 
deviations from what is considered “normal” for the period, including varia- 
tions in the rate of activity in the plant or department. It is also true that 
“the accountant’s mixture of variable and fixed costs” is responsible {or 
certain kinds of errors that may have misleading effects. However, thes 
facts need not surprise those who are familiar with the thesis developed 
J. M. Clark’s Economics of Overhead Costs. 

There is a distinction to be maintained between accounting records 0 
cost incurred, and those reclassifications of cost made by cost accounting 
procedures. The initial appearance of costs in accounting records as thos 


1See, for instances of the cost accountant’s recognition of this: 

Fred V. Gardner, Variable Budget Control (New York, McGraw-Hill, 1940), PP 
41-48, ff. 

J. J. W. Neuner, Cost Accounting (Chicago, Irwin, 1940), pp. 674-97. a 

W. J. Vatter, “Accounting Measurements of Incremental Cost,” Jour. of Bus. Vo 
XVIII, No. 3 (July, 1945), pp. 145-56. 
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sosts arise from market acquisitions of goods and services or the building up 
of contractual obligations and equities is a quite different phenomenon from 
the results of cost accounting which appear in the form of unit product costs 
reflected in inventory valuations and expense charges. The figures obtained 
by distribution, apportionment and allocation of factory charges in the cost 
accounting process are indeed useless for statistical determination of marginal 
costs related to changes in the rate of output. 

The data that are employed to derive statistical cost functions are not, 
however, cost accounting figures or income statement data. This is clearly 
indicated in the United States Steel study to which the author referred. In 
the report on this study, the basic data are tabulated under captions such 
as Interest, Taxes, Pensions, Payroll, Depreciation and Depletion. These are 
not figures which result from cost accounting manipulations; they represent 
measurements of costs incurred regardless of whether those costs have entered 
inventory tabulations or have been charged against operating revenue. Indeed, 
the report includes the specific statement: “The payroll figures do not exactly 
reflect the salary and wage costs in the goods sold, because some payroll goes 
into inventory, and some of the goods sold are taken from the previous year’s 
inventory.’ 

Charges for interest are not recognized as factory charges, and do not 
enter the field of cost accounting under accepted practice; further, they are 
in fact time costs rather than activity costs in the first instance, and apply 
only to interest actually paid or accrued, not to interest on investment as a 
whole. Taxes and pensions are legal or contractual obligations of the enter- 
prise as a whole, not merely the amounts carried through cost accounts, Ortho- 
dox accounting procedures do not recognize federal income taxes among 
factory charges at all. It would seem that cost accounting had but little to 
do with the form or the content of the data used in the study referred to. 

There is, of course, one source of linear bias that permeates all accounting 
procedure: the problem of joint-cost. This is reflected in a great many phases 
of accounting;* for the present purpose it is important that two specific 
instances be recognized. 

The first of these is the case of storable goods purchased for inventory and 
later released to operating centers. Here, the stream of incoming charges 
viewed against another stream of withdrawals from stores raises a joint-cost 
problem of no small dimensions, especially with regard to price fluctuations. 
To the extent that averages are used in pricing withdrawals, the effects of 
price changes are distributed linearly. But even this could affect the data 
employed in a statistical cost study only through inventory valuations at 
the end of the respective years, and such influences would be slight. In any 
event, the physical measure of units withdrawn from stores in total—the 
kind of data useful for statistical purposes—would be entirely undistorted by 
any accounting procedure. 

The second instance of joint cost is the problem of amortization encoun- 


‘United States Steel Corporation, T.N.E.C. Papers, Vol. I, p. 241. 


“W. J. Vatter, “Limitations of Overhead Allocation,” Accounting Review, Vol. XX, 
No. 2 (April, 1945), pp. 163-76, 
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tered in the form of depreciation and depletion charges. The spreading of 
fixed asset cost on a time basis would of course yield fixed charges for any 
given year. The assignment of such charges on the basis of physical unit; 
of material or product, or “production hours” bases would result in variabjp 
charges, but charges that would tend to be constant for each unit of output, 
and hence “linear” for purposes of determining cost functions. In any event. 
this is not a cost accounting problem, nor do the results depend upon account. 
ing technique beyond the necessary compromises for the sake of getting some 
reasonably useful answer to the problem. There are elements of expediency 
in every measurement—“the very meaning of measurement depends upon 
what we happen to be measuring.’”* 

This writer has no desire to take a position on the issue of whether, in 
the statistical studies referred to, the “significant elements of cost variation 
have been smeared into linearity to the point where the results begin to lose 
their meaning as cost functions.” The record should be made clear, however, 
as to the source and the amount of linear bias introduced by cost accounting 
procedures in enterprise cost-determination by statistical methods. 

WILLIAM J. VATTER* 


*P. W. Bridgman, The Logic of Modern Physics (New York, Macmillan, 1928), p. 16 
* The author is assistant professor of accounting in the School of Business, University 
of Chicago. 
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BOOK REVIEWS 


Economic Theory; General Works 


General Equilibrium Theory in International Trade. By Jacos L. Mosax. 
Cowles Commission monog. no. 7. (Bloomington: Principia Press. 1944. 
Pp. xiii, 187. $2.50.) 

This is a little gem. In the modern period of ascendency of the journal 
article, advanced treatments in book form of fundamental economic problems 
are all too rare, and this one provides a masterly, compact exposition and 
commentary on that highest development of the neo-classical school of 
thought, Hicks’s Value and Capital. It is only fair to warn the reader that 
part of the compactness of the book and much of its elegance stems from the 
fact that the author has not hesitated to treat essentially mathematical 
subjects mathematically. 

Not more than one-third of the book is concerned with international trade, 
which is probably as it should be, as this subject—aside from its traditions and 
policy aspects—constitutes an analytical special case of general economic 
theory. The great advances which have been made in economic theory since 
Alfred Marshall are pointed up by a comparison of Mosak’s treatment with 
the fifteen-year-old Mathematical Reformulation of International Trade of 
| Theodore Yntema, a work confining itself to the application of partial equi- 
librium analysis to international trade. The present approach is more akin 
to the spirit of classical English international trade theory (which achieved 
its manageability not so much by making the ceteris paribus assumptions of 
partial equilibrium as by confining attention to highly simplified few-com- 
modity-factor-country cases). And at the same time that the greater gen- 
erality and comprehensiveness of the Walrasian system are achieved, skillful 
use of secondary maximum conditions and market stability conditions breathes 
formal fruitfulness into the analysis; so that the demonstration that an 
equilibrium is causally complete and subject to determinate economic law 
can be supplemented by the description of the qualitative properties of that 
law, 

In the literature of international trade the “Transfer Problem” has enjoyed 
a considerable vogue ever since the famous Keynes-Ohlin controversy over 
the secondary reparation burden upon Germany resulting from adverse 
changes in her “terms of trade.” Here, for once, Keynes seemed to be in the 
uncharacteristic position of siding with the classical camp, in that his position 
coincided with that of such orthodox stalwarts as Pigou and Taussig, Of 
course, more careful historical research revealed affinities between the self- 
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styled “modern” approach of the Ohlin followers and that of Ricardp 
Bastable, Wicksell and others. It is the more surprising that Keynes, why 
has recently placed so much emphasis on income effects, should have |e 
their elucidation to Ohlin, confining himself to a purely statical Marshalliay 
equilibrium analysis in which, erroneously, the offer curve of one country 
fails to shift. 

Mosak subjects the statical problem to a careful reéxamination. He seems 
to abstain carefully from explicitly acquiescing in the prevailing opinion oj 
Viner, Haberler, and others that, while the terms of trade may shift in eithe 
direction, there is an @ priori presumption that they will shift against th 
paying country. In a statical world of exchange of two commodities between 
two countries with no transportation costs or tariffs, the qualitative answe 
is seen to be independent of price elasticities of demand and to depend only 
upon the relative income-elasticity shifts of demand between the goods jn 


each country. Absolutely no presumption in either direction seems indicated, § 


When he comes to taking production effects and other factors into account, 
Mosak indicates how the answer depends upon relative substitutability and 
complementarity of domestic products and factors with the import and 
export goods of each country. Perhaps purposely, he refrains from stating 
whether the “presumptions” enunciated in Viner’s Studies in Internationa 
Trade are valid, although he does qualify the conclusions found in that book 
on the much less important problem of absolute price levels and gold distriby- 
tion. As Mosak himself is probably aware (cf. p. 38n.) these results ar 
rather trivial, since the analysis proceeds upon the basis of artificial “neutral” 
money assumptions which, if valid, make the problem of absolute prices of 
little consequence. 

It is this reviewer’s conjecture that (1) there may be something after al 
in the orthodox position that terms of trade shift against the paying country 
(2) that once again Keynes’s intuition had run ahead of his powers of analysis; 
(3) that Ohlin and not Keynes was “classical,” in the “bad” sense of having 
an inadequate theory of effective demand of the implicit Say’s Law variety; 
and (4) that the essential condition for the orthodox presumption lies in the 
Keynesian “leakages” or incomplete income effects. Throughout Mosak is 
Hicksian rather than Keynesian—which is quite a difference!—so that we 
must wait for Lloyd Metzler’s forthcoming book to throw more light on thes 
matters. 

Space precludes a detailed discussion of Mosak’s felicitous exposition of 
modern economic theory. Suffice it to say that here is an ideal one-hundred- 
page textbook assignment for intermediate and advanced classes. Also, a 
most casually in passing, Mosak corrects the Hicksian error that extreme 
complementarity may make a symmetrical system unstable (p. 42); the 
widespread Keynesian impression that a positive rate of interest is “merely 
a liquidity premium which would disappear if uncertainty and transactio 
friction were abolished (p. 20); two arguments of Frank Knight as to why 
the rate of interest could never be zero (p. 121 and p. 141); and a numbet 
of other important misunderstandings. The present reviewer is still not quilt 
at ease with Mosak’s analysis of the possibility of unemployment (“”“ 
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p, 154), any more than he feels that Hicks has performed a successful mar- 
riage between Walras and Keynes or between those two neutral money 
economists, Ricardo and Lerner. 

Finally, the profession must be grateful that one of the ablest young 
economists should have found the time and energy in the midst of important 
wartime duties for the arduous task of preparing a difficult manuscript for 
publication. 


Paut A. SAMUELSON 
Massachusetts Institute of Technology 


The History of Economics in Its Relation to Social Development. By W. 
SrarK. (New York: Oxford Univ. Press. 1944. Pp. viii, 80. $2.00.) 


This little book was written in the Marshall Library at Cambridge by a 
German scholar who came to England in 1939, Despite its large title, it is 
not a history of economic thought in the usual sense of the term, but is a 
brief ambitious essay in the materialistic interpretation of economics, The 
author concedes that his “point of view is not entirely new,” but thinks 
“it is here for the first time consistently applied.” It is a now familiar thought 
that economic theory, being an attempt to understand and explain economic 
conditions, undergoes change as conditions change. However, it is generally 
recognized that theory changes more or less tardily and imperfectly, and 
that at any one time there are rival theories with many shades of difference. 
But the author means by what he calls the consistent application of this 
view, its extreme application without qualification. He declares: “Every 
single theory put forward in the past [is] a faithful expression and reflection 
of contemporary conditions.” No place is left for intellectual and tempera- 
mental differences, education, or personal and group interests, conscious or 
unconscious. The various economic doctrines in each of the four periods 


S recognized by the author, were, according to his view, all of one piece, all 


equally faithful interpretations of contemporary conditions. 

In his effort to make this a priori generalization appear to fit the stubborn 
facts, the author has had to juggle dates and ignore the realities to an 
astonishing degree. For example, it does not give him pause that in the 
period between 1750 and 1820 (which he conceives of as a unity) the theories 
of the physiocrats, Adam Smith, Lauderdale, Say, Malthus, Ricardo, and 
others, were in many ways conflicting; according to the author, each was 
faithfully “mirroring the socio-economic reality within which it took its 
origin,” to borrow one of his figures. He sees no difficulty in the fact that 
in 1803, J. B. Say in France, rejected Smith’s labor theory of value and 
recognized the essential réle of capital in relation to value; whereas, in far 
more mechanized England, Ricardo, fourteen years later, still defended the 
labor theory with its absurd consequences in distributive theory. We are 
asked to believe that Ricardo was logically justified in accepting the labor 
theory in 1817 because at that time so little “fixed capital” was in use-in 
England, but when he partially repudiated the doctrine three years later (as 
evidenced by a letter to McCulloch), he simply “yielded to the victorious 
march of mechanization” which, it is implied, had occurred in England 
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between 1817 and 1820 (years of financial depression). Say’s vigorous anj 
effective criticism by letter, personally, and in print, in the interveniny 
years, had nothing whatever to do with Ricardo’s partial change of heart! 
Rather, it has escaped the author’s attention. 

It would be unprofitable to test the author’s heroic generalization in othe; 
equally vulnerable assertions. His versatile scholarship ranges widely oye, 
philosophy, literature, religion, and the other social fields, yet serves but io 
ornament an ill-arranged and repetitious argument. The result is not so much 
to clarify as to bewilder the reader. 

FRANK ALBERT FeEttep 


Princeton University 


The Idea of Progress in America, 1815-1860. By ARTHUR ALPHONSE Exkircuy. 
Jr. Stud. in hist., econ. and pub. law, no. 511. (New York: Columbia 
Univ. Press. 1944. Pp. 305, $3.50.) 

“This study is an effort to portray the American faith in progress during 
an important period of our history and to analyze the idea in terms of the 
interests and groups which it served or promised to serve” (p. 7). The task 
undertaken presented special difficulties, because the generalization of faith 
in progress among all elements in a diverse population produced a great 
variety of interpretations of this vague and imperfectly developed concept. 
The intellectual significance of the concept was obscured, and in this period 
was clearly of secondary importance in the United States. The writers and 
orators used the idea of progress as a means to their immediate ends without 
much regard for the critical problems involved in distinguishing the idea of 
progress from related concepts of growth and change. It is somewhat bewilder- 
ing to pass in review such a mass of conflicting material without any positive 
analysis of the idea itself. One naturally asks the question, Did the experi- 
ence of the United States in this period contribute in any way to the de. 
velopment of the idea of progress? No answer can be given unless we have 
some clearly defined statement of the content of the concept as it came to 
the United States from Europe, and some notion of the meaning given to the 
concept by the most thoughtful minds in 1860. 

The author is more concerned with the attitudes of various writers than 
with the validity of the ideas expressed, so that it is not easy to discover 
what view he adopts. He cites with evident approval some passages from 
Bury that give tone to the whole text. “This idea that ‘civilization has 
moved, is moving, and will move in a desirable direction’ has been compared 
with the concepts of Fate, Providence, or personal immortality. Like those 
ideas it is believed in not because it is held to be good or bad, nor because it 
is considered to be true or false . . . ‘belief in it is an act of faith’ ” (p. 11). 

If we are to think of progress as an essentially intuitive act of faith in the 
forward movement of the entire social process, there would be little poss 
bility of analytical treatment, and no reason to suppose that the ideas of 
one generation were much better or worse than those of another generation. 
From such a point of view, the American experience in the early nineteenth 
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century would be just a demonstration of the significance of this faith in a 
period of intense activity over the whole field of social development. 

lf we approach history in a somewhat less empirical mood, we may treat 
the idea of progress as a vital element in a concept of evolutionary process, 
subject to critical analysis, and distinguishable from mere change and growth. 
Such an attitude toward the concept of progress would require us to recognize 
that no mature formulation of the idea would be possible in the eighteenth 
and early nineteenth centuries, because the theory of evolution was so ill 
developed that no effective discrimination among the three basic concepts 
would be possible. The history of the idea of progress in the United States 
between 1815 and 1860 is a study of an idea in a period of maximum con- 
fusion among the various concepts that should be distinguished. Evolutionary 
thought was too incomplete, historical writing too largely empirical, and the 
popular will to believe too credulous to lead to anything but utter confusion. 

The careful empiricism of the author gives us a painfully complete demon- 
stration of this confusion of thought. Readers would be comforted if this 
confusion were offset by a positive statement of the meaning of progress 
today. In all this welter of ideas, what can we now accept as sound, what 
must we characterize as merely naive, what must we stigmatize as a manifest 
perversion of a noble concept? 

Any distinction among the concepts of change, growth, and progress must 
in some way restrict the idea of progress to the cumulative achievement of 
increased knowledge and skill. Mere change and growth must be excluded, 
as related but different phenomena. Early nineteenth century concepts of 
progress regularly included all phases of growth and change. The doctrines 
of manifest destiny and pro-slavery arguments included various elements that 
cannot be reconciled with any worthy social ideal. 

There is, of course, a great deal of significance in an empirical study carried 
out with such energy and patience. In addition to the major works of leading 
authors and public men, a wide array of magazines was examined and many 
academic and occasional addresses were read. A considerable amount of manu- 
script material was examined, covering both letters and unpublished orations. 
The study rests, therefore, upon an unusually wide selection of literary 
sources. It exhibits the thought of the period at its best and at its worst: 
in its most inspired moments and in its most naive deliverances. The review 
of this material is in itself a proof of intellectual progress: our thought does 
move forward. 

There is a short sketch of the development of the idea of progress in 
Europe in the late eighteenth and early nineteenth centuries. The contacts 
with American thought are described with care, though with little detail on 
matters of doctrine. “The promise of the American political experiment”’ 
covers our faith in democracy, but includes also the attempts to justify our 
Indian policy, the war with Mexico, and the covetous longing for Cuba. It is 
painful, at this time, to read once more these justifications of ruthless 
aggression. The later chapter on the defense of slavery discloses some curious 
attempts to sanctify oppression and exploitation. Progress is presented as 
inevitable, impersonal, and ruthless, The chapters on Material Expansion, 
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Advancing Faith in Science, Programs for a New Society are loosely py, 
together, but provide many interesting commentaries on the movement oj 
thought. The discussion of the idea of progress held by the radical reformers 
is perhaps the most interesting single block of material. The contacts with 
Owen and Fourier provided continuing ties with European thought, and the 
transcendentalists gave a new tone to all the ideas. 

These chapters emphasize the dangers that are incurred, when this single 
concept is detached from the larger systems of thought of which it is a part. 
Philosophical and literary critics deal with the history of ideas either by 
systematic analysis or by a rigidly defined treatment of the thought of 
particular thinker. Each method has advantages and disadvantages: neither 
method can be pursued to the exclusion of the other. Dr. Ekirch raises the 
significant question of the validity of an approach through pure historical 
empiricism, 

The achievement does not provide evidence that this method is sound or 
practicable. We have to deal with so many divergent concepts of progress 
that there is no clear focus of thought, and even the significance of the 
differences of opinion is lost. We have here no adequate account of the 
differences in the general approach to history and social development that 
lead to the wide range of differences in the idea of progress. Diversity be. 
comes confusing when we have so little understanding of the grounds under. 
lying these sharp conflicts of opinion. It is, therefore, difficult to feel that the 
historical development of ideas can be described significantly without more 
systematic analysis than Dr. Ekirch provides in this volume. He could per- 
form a very great service to intellectual history if these studies could be 
carried further and developed on a larger scale with a somewhat different 
technique. 

ABBOTT PAYSON USHER 

Harvard University 


Social Darwinism in American Thought, 1860-1915. By RICHARD HOFSTADTER, 
(Philadelphia: Univ. of Pennsylvania Press. 1944. Pp. viii, 191. $2.50.) 


The tradition of Jeffersonian democracy is but one trend in American social 
thought. Another heritage is that of fatalism, inequality, and pugnacity. 
Although the latter legacy, however cunning its political and religious dis- 
guises, can be traced easily to colonial times, its deliberate and systematic 
elaboration was undertaken only in the rugged half-century between the 
Civil War and the First World War. At present, when the ideal foundations 
of the American republic are defended against many-sided attacks, not only 
their own history and validity but also those of their opponents require re- 
examination. The brief monograph under review is concerned with the rise 
and decline of that phase of American social thought which was generated 
by Darwin, directly or indirectly through Spencer. 

To facilitate an understanding of the intellectual climate in America in the 
two decades following the Civil War, the author opens with a description 0! 
the powerful acclamatory and refutatory impact of Darwin and Spencer on 
the American scientific and religious publics. The theoretical implications 0 
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social Darwinism are demonstrated in the works of Sumner and Ward, the 
antipodean protagonists of the reaction to Darwin and, more directly, to 
Spencer in America. To show the social and ethical neutrality, if not elasticity, 
of Darwin’s principles, the author then introduces a rather heterogeneous 
group of Darwinian interpreters, such as Goldwin Smith, Fiske, Drummond, 
and Kropotkin, who arrived at conclusions different from, and partly con- 
trary to, those of Sumner. If this discussion serves as 2 balancing corrective 
to Sumner’s one-sided inference of Jaissez-faire, the subsequent account of 
miscellaneous dissenters, such as Henry George, Bellamy and Cooley, 
strengthens the argument of Ward’s meliorism. Of the final three chapters, 
concerned with pragmatism, trends in social theory before the First World 
War, and racism and imperialism, the most significant is that on pragmatism 
which countered most successfully the doctrines of social Darwinism which 
was declining anyway, and theoretically, although not historically, completed 
its fall. 

The author’s general aim of pursuing the historical development of Dar- 
winian thought in American social theory has been achieved with judicious 
scholarship and literary skill. Considering the medley of social Darwinism, 
which only too frequently is as alien to Darwin’s theories as Marxism is to 
Marx’s, such an historical survey is almost a labyrinthian task. Although 
predominantly descriptive, the monograph ventures occasionally into inter- 
pretative analysis, especially with reference to the ideological nature of the 
social concepts of struggle for existence, survival of the fittest, and automatic 
progress. The author shows convincingly that these notions served as “scien- 
tific’ explanation, and vindication, of the prevailing rugged individualism 
and predatory capitalism, and, later, of expansive imperialism. 

It does not diminish its merits to point out that the study, being essen- 
tially an historical description, must be regarded as preparatory to a theoreti- 
cal, especially ideological, investigation guided by the methods and aims of 
critical theoretical interpretation and, particularly, by requirements of the 
sociology of knowledge. A descriptive survey such as the present monograph 
has no reason to concern itself with the critical problems of meaning, logic 
and validity of the theories it reviews, and is, consequently, unable to reach 
theoretical conclusions, When, however, it does make incidental excursions 
into ideological issues, it is apt not to go beyond the elementary discovery 
that there is a parallel between the prevailing social, economic and political 
forces and the ideas propagated by the ruling class. One must recognize that 
even this valuable finding is fruitful only if it serves as a starting point for 
further examination of the relations between social structure and ideal super- 
structure, Moreover, meticulous concentration is required to avoid facile 
errors, For instance, there is the seeming paradox that the individualist 
Sumner rejected the principle of conflict in society, while the meliorist Ward 
accepted it. Is it not possible that, contrary to general assertion, the principle 
of “struggle for existence” may constitute the ideology of the ruled, as well 
as of the ruling, class? 
Finally, it should be acknowledged that the author has been fully aware 
taroughout the study that the salient theoretical issue of social Darwinism 
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concerns the implications of biological determinism for ethics and sociaj 
action. The historian may well depict the period from 1860 to 1915 as a uni 
The social theorist, however, would be ill advised to try to analyze Darwinian 
social thought without recourse to Malthus, with whom the biological moye. 
ment of the nineteenth century began. Since almost all basic principles oj 
Darwinism are traceable to Malthus, the social theoretical study of biologica 
determinism must start with his doctrine. In spite of its fundamentally 
utilitarian orientation it constitutes the beginning of the pessimism and the 
irrationalistic positivism which Darwin later developed systematically, anj 
which, far from ending in 1915, is one of the roots of the contemporary 
socia] and intellectual crisis. 


PHILIPP WEINTRAUB 
Hunter College 


Economic History 


The House of Hancock. By Witt1AM T. Baxter. (Cambridge: Harvard 
Univ. Press. 1945. Pp. xxvii, 321. $3.50.) 

This volume, No, 10 in the series of Harvard Studies in Business History, 
is a study of the rise of the Hancock fortune under Thomas (1724-1764) 
and its decline under his more famous nephew John (1764-1793). Actually 
the detailed story of the business is carried only to 1775, after which date 
John Hancock shifted his main interest to politics and turned over what was 
left of his business to subordinates. The study rests largely on the Hancock 
Journals and Letter Books, most of which are in the collection of the Harvard 
Business School. The Hancock ledgers have been lost, but the author has 
been aided by the more complete accounts of Daniel Henchman, a merchant 
who aided Thomas in his early years and whose daughter Thomas married. 

The book carries the subtitle Business in Boston, 1724-1775, and Professor 
Gras in the “Editor’s Introduction” describes it as “a chapter in the history 
of mercantile capitalism—the oldest and longest-lived system of large-scale 
business.”” The American economic historian will find an even greater sig: 
nificance in this study. The reviewer has never discovered a clearer descrip- 
tion of the technique of colonial trade as carried on by the American 
merchant and the problems which he faced. Moreover, the author, a professor 
of accounting in the University of Cape Town, evidently approached his 
task with a particular interest in the early technique of his own profession 
and fortunately with a flair for writing. The career of Thomas Hancock 
from his apprenticeship to a Boston bookbinder, through his long years as 2 
merchant (importing, exporting and selling in Boston and the hinterland) to 
his activities as a government contractor in King George’s War and the 
French and Indian War, include almost every phase of business activity 
open to a colonial merchant. How Thomas accumulated one of the largest 
fortunes in the colonies at a time when the carrying on of business of aly 
kind was surrounded by the utmost difficulty gives ample opportunity 
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Social develop the atmosphere and environment as well as the technique of eighteenth 
@ unit, century trade. The mere conduct of business in an era of inadequate facilities in 
'Wwinian currency, banking credit, transportation and communication make the 
move. triumphs of later finance capitalists sometimes seem small indeed. 
Ples of The author calls Thomas a “general merchant” and the title is appropriate, 
logical partly because it was difficult to be anything else if one operated on any 
entally scale in the colonies, Hancock, however, was more than that. Although no 
nd the business was too small or, for that time and place, too great, Thomas some- 
y, and times specialized in a commodity with or without partners, bought or sold 
porary ships to carry his own commodities when such action seemed profitable, tried 
his fortune as a manufacturer and a land speculator, carried out army con- 
AUB tracts, owned shares in privateers and was not averse to the evasion of 


mercantile laws or to a little smuggling. Thomas tried specializing in potash, 
whale oil and other commodities, but his success as a business man was 
mainly because of a willingness to shift quickly from one project to another 
as opportunities opened. His greatest profits came from army contracts. Con- 
trary to copy-book maxims, specialization was not the road to wealth in 
colonial America, at least not to Thomas Hancock. 


arvard Little known to historians, Thomas Hancock played an important rdéle in 
the business life of Massachusetts and in the development of the port of 
istory, Boston. He willed his business to his nephew John, whom he had adopted 
1764) and trained. But the business which Thomas had taken forty years to build up, ® 
tually John ruined in ten. Whether it was an inferiority complex from years of 
n date insecurity which impelled him to bold enterprises beyond his capacity, his 
at Was increasing absorption in politics, or the fact that he operated in a period of 
cock declining prices and profits, John Hancock proved himself a poor business 
arvard man. His economic career has but minor interest except in the part that he 
mr has played in opposing British trade acts, and this opposition undoubtedly be- 
rchant came increasingly political. Although the author comments briefly on all 
ied. this, the story of the Hancock business closes with 1775, the year that John 
fessor became President of the Continental Congress. 
istory Professor Baxter ends the book with a chapter of general conclusions 
scale gleaned from his study of the Hancock business. Emphasizing again the 
T sig: inadequate communication and currency systems of the colonial period, he 
SCT notes the minute scale of business operations. From the standpoint of volume 
erican and even of technique “American trade seems to have been nearer the middle 
fessor ages than to our times.” There is interesting discussion both of the role of 
-d his the agent and of the partnership in colonial trade. Regarding the system of 
essiol mercantilism, the author notes how it delayed improvement in communica- 
ncock tions, intensified the smallness of markets and aggravated monetary difficulties. 
$ as a The Hancock records do not mention a single case of participation in colonial 
id) to trade by a foreign ship, On the other hand, mercantilism by no means always 
d the worked to the benefit of the home country. While the American market was 
tivity #® held in thrall by Britain and British exporters extorted high prices, they 
Arges! also had to finance colonial trade in a lavish fashion. Prosperity, as Hancock 
f any proved, could come to colonials as well as to Britons. 


ty t0 The discussion gains significance when it is realized, as the author points 
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out, that the “unspecialized merchant” represented by Hancock was th 
“most vital figure in New England economy,” just as the “merchan;. 
capitalist” (which Hancock also was) represented the dominant force jp 
contemporary Europe. Except for the detail on the business history of Thoma; 
and John Hancock, this volume may add little to the knowledge of th 
colonial specialist; but it will make clear to the student and general reader 
the technique and problems of eighteenth century colonial trade. Despite the 
difficulties of wartime restrictions the paper is reasonably good and the 
format excellent. Fortunately the Series, in this volume, has dropped ap 
earlier abomination of collecting the footnotes at the end of the book. 
HAROLD U. FAULKNER 
Smith College 


Andrea Barbarigo: Merchant of Venice, 1418-1449. By Freperic C. Lanz, 
Stud. in hist. and pol. sci., Ser. LXII, no. 1. (Baltimore: Johns Hopkins 
Univ. Press. 1944. Pp. 224. $2.25.) 


There is no “Andrea Barbarigo” in the Enciclopedia Italiana; indeed, 
Professor Lane is his first biographer. What inspired this biography was not 
the thought that Barbarigo needed a Boswell but rather the discovery in 
Venetian archives of Barbarigo’s business papers—‘“the most complete busi- 
ness records which I have been able to find for any one Venetian merchant 
or mercantile firm.” Of course, no quantity of manuscripts can make a 
merchant prince out of a moderately successful business man. Neither hero 
nor villain in the eyes of the author, Barbarigo furnishes a convenient focus 
and point of departure for the historical study of business methods and 
motives, forms and organizations, success and failure. Mr. Lane has admirably 
described his objectives: 


The method here attempted is a sort of combination of biography with 
institutional history. I am not concerned, as is the true biographer, with the 
individual for his own sake and with his whole personality. I am interested 
in the individual as a means of interpreting certain institutions of his time. 
By means of Andrea Barbarigo’s business records I have attempted to learn 
his hopes and fears and accordingly to discover what kind of influence was 
exerted on his behavior by various Venetian institutions such as the regulated 
voyages of the merchant galleys, .. . What sort of a merchant found these in- 
stitutions favorable is the main question I have tried to answer, ... 

This kind of a study of types is better called sociological than psychological 
because it does not aim at a full analysis of personalities. . . . Economic his- 
torians have sometimes made the mistake of assuming the existence throughout 
recorded history of a perfectly rational and never changing homo oeconomicus. 
I hope that I have avoided this pitfall, that in picturing the profit-seeking cal- 
culations of Andrea Barbarigo I have let clearly appear how far his way 0! 
thinking was conditioned by the mercantile customs and the value judgments 
which were general in fifteenth-century Venice. 


It seems to me that in “Public Protection and Private Enterprise,” the 
second of the three chapters which constitute the text of this monograph, 
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Professor Lane has realized these objectives in the most laudable fashion. 
Impressive factual evidence combined with careful reasoning yield a clear 
and convincing exposition of the division of entrepreneural functions (in 
foreign trade) between the state and individual Venetian merchants. Working 
through the publicly-auctioned contracts with galley masters, the Senate 
established a monopoly of ocean-going transportation. At the same time 
it prevented the monopolization of the use of transport, since any merchant 
co ld ship the kinds and quantities of goods he chose to export or import— 
within the limits of the tonnage of bottoms made available by the Senate. 
The sailings of single, unarmed ships were not infrequent; but the great galleys 
carried the bulk of trade between Venice and the Levant, Flanders, and 
England. They sailed in convoy under an admiral appointed by the Senate 
and the state fixed freight rates, 

The conclusion is reached that in an age which required expensive protec- 
tion of maritime trade less state intervention would have promoted the 
formation of exclusive joint-stock companies and, consequently, the individual 
trader would have enjoyed less freedom of opportunity than under the 
regulated voyages of the galleys. “To compare the Venetian Senate to the 
board of directors of a joint-stock company, as has been done, completely 


' misrepresents the amount of freedom left to the individual merchant.” Of 


course, freedom is relative to time and place: in fifteenth-century Venice 
virtually all exporters and importers belonged to the nobility. Andrea Bar- 
barigo’s family “stemmed from the old Venetian nobility and had been 
prominent in Crete.” 

Andrea was the “restorer of his family’s fortunes.” His father, the com- 
mander of a fleet of galleys returning from Alexandria in the winter of 1417, 
was publicly disgraced and heavily fined for violating long-established rules 
of navigation and for deserting a shipwreck. Deprived of an inheritance by 
his father’s misdeeds, Andrea, at nineteen, began his business career with 
some 200 ducats. At his death he left an estate of less than 15,000 ducats, 
a substantial amount although not a big fortune for that day.” Cosimo 
de’ Medici and his brother had fifteen times as much in 1440. The sons and 
grandsons of Andrea further augmented the family fortune, but by the end 
of the century, the Barbarigos were less merchants than landowners, rentiers, 
and officeholders, 

Andrea Barbarigo was an independent operator; his business was an 
individual proprietorship. In contrast, the leading mercantile firms of Venice 
were family partnerships (fraterne). Mr. Lane finds that the development 
of the fifteenth- and sixteenth-century fraterna paralleled modern corporate 
organization in certain respects. Thus, the family firm “acquired subsidiary 
partnerships” and, “when it embraced the members of one of the richer 
families, became a sort of combination of investment trust and holding 
company.” Interesting case studies are presented here as well as in the 
author’s recent article on “Family Partnerships and Joint Ventures.” Although 
the statements are hedged, the reader may still be reluctant to accept the 
accuracy if not the usefulness of the analogies. When a partnership ventures 
some of its funds in another partnership, the resultant enterprise, in structure 
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at least, might best be compared with the modern syndicate of the type 
familiar in the field of investment banking. : 

Barbarigo’s foreign business was done by consigning goods to agents: he 
made no use of the commenda partnership, or profit-sharing arrangement onc: 
general throughout the Mediterranean. What brought about the discarding of 
the commenda in favor of the commission agent? “Two reasons of enduring 
influence are apparent, one having to do with the law, the other with 
accounting. Profit-sharing smacked of a partnership, in this case a partnership 
with limited liability for one of the partners, and Venetian courts and 
legislators did not approve of partnerships with sleeping partners of limited 
liability.” The legal explanation seems sound: it was easier to task an agent 
than to bring into court an individual whom the law might regard as a mere 
partner of the plaintiff. 

The accounting explanation at best appears to be incomplete. According to 
the author, “if a merchant resident at Venice shipped regularly to a merchant 
resident abroad, who sold for him, there would be plenty of room for 
argument over the real value of the wares shipped, and, of course, the amount 
of profit to be shared would depend on what was reckoned to be the original 
value of the wares.” Substitute “amount of commission to be paid” for 
“amount of profit to be shared” and the statement should be equally valid. 
It is not pointed out that profit-sharing entails loss when there are no profits 
to be shared. A prolonged period of falling prices would have endangered 
profits and furnished a strong incentive for switching to the commission basis 

Perhaps too much space has been given to criticizing what constitutes a 
small part of this chapter on “Business Associates and Opportunities.” Its 
real contribution lies in the fullness with which it describes and appraises 
the merchant’s relations with agents, relatives, and friends in Syria and 
Palestine, Spain, Flanders, and England. Barbarigo was one of the sedentary 
merchants “discovered” by Professor Gras, and his problem of business 
administration was to a considerable degree one of selecting reliable associates 
and agents in foreign markets. If he “utilized extensively ties of affection, both 
those based on personal friendship and those presumed to rest on family 
connections,” nevertheless he found occasions to sever relations with a 
incompetent agent and to sue in the Giudici di Petizion an unfaithful repre- 
sentative. Within the limits of the restraints imposed by Venetian institutions 
he was resourceful, adaptable to changing circumstances, and bold, Un 
deterred by losses in many ventures, he persevered until gains greatly over- 
balanced his losses. Like Antonio, Andrea Barbarigo might have said, 


My ventures are not in one bottom trusted, 
Nor to one place; nor is my whole estate 

Upon the fortunes of this present year: 
Therefore my merchandise makes me not sad. 


Four critical notes take up the last third of the book. The longest of these 
deals with accounting methods. Professor Lane presents data which challenge 


several accepted notions on the development of double entry and the use 0! 
journal, ledger, and trial balance. Sieveking claimed that double entry was 
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imperfectly understood at Venice around 1410, but a reéxamination of mercan- 
tile account books refutes this opinion. Too often writers have jumped at the 
conclusion that the failure to use certain methods meant that they were 
unknown, whereas indifference and inefficiency may account for their non-use. 
For instance, “there is no reason to believe that trial balances of any kind 
were compiled frequently.” Asset accounting appeared less important to 
Barbarigo and his contemporaries than to the modern merchant or corporation. 
Although the merchants of Venice were profit-minded and eager to make 
each venture a source of gain, neither the laws nor the customs of the land 
made it necessary or even useful for the merchant to know his net worth 
from month to month. 


ROBERT S. SMITH 
Duke University 


The Fall of the Old Colonial System. By Rosert LiIvINGSTON SCHUYLER. 
(New York: Oxford Univ. Press. 1945. Pp. vii, 344. $3.00.) 


In April, 1830, the Westminster Review summarily described the British 
colonies as “impediments to commerce, drawbacks on prosperity, pumps 
for extracting the property of the many for the benefit of the few.” This is 
the voice of British liberalism which gradually transformed the political and 
economic organization of the United Kingdom and revolutionized the relation- 
ship of the metropolis to the imperial colonies, The impact of this movement 
on certain aspects of the British Empire from 1770 to 1870 is the subject of 
Professor Schuyler’s new book. His approach is through an exposition of 
anti-imperialist reasoning from Josiah Tucker and Adam Smith to the 
Manchester School and Gladstone’s first cabinet, and the disintegration of 
the Old Colonial System as reflected in the changes wrought in the complex 
structure of commercial regulations and imperial defense. It took about a 
century for economic liberalism to be conceived, crystallize and become 
dominant. Indeed, the 1860’s which witnessed the climax of liberal anti- 
imperialism also marked the incubation and birth of a reactionary trend that 
shortly was to grow into a new and lusty appetite for Empire. 

To be sure, as Professor Schuyler sets forth, Little Englandism was confined 
to rather small groups of statesmen, intellectuals, and business men, Even in 
the 1860’s, majority opinion toward the colonies was one of apathy resting 
on an inert “habit of Empire.” It did not clamor for dismemberment of the 
imperial connection. Although the policy of the metropolitan government— 
particularly in withdrawing imperial garrisons from the settlement colonies— 
elicited the colonial complaint that Great Britain was casting its dependencies 
adrift, no member of the government ever proposed outright a separationist 
program. 

In some ways, the author observes, liberalism encouraged the subsequent 
change from Empire to Commonwealth as well as a revival of interest in 
colonial acquisitions. “Free trade, it must be admitted, came near to dissolving 
the British Empire. But it also made possible in time the conception of a 
new type of empire, in which colonies were to be viewed rather as allies and 
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partners . . . than as dependencies” (p. 165). Also, “by diminishing th 
burdens of empire, of which the anti-imperialists had always made so much, 
the government, whatever motives may be ascribed to it, removed the princi. 
pal argument against maintaining the Empire. In doing so, it helped to pave 
the way for the rise of a new imperialism” (p. 233). 

Professor Schuyler unearthed few new facts for his book and offers no 
startling interpretations. The critically-minded reviewer will find it hard 
to satisfy his passion for controversy. This is a scholarly and eminently 
readable book. It is admirably balanced and, judged on the basis of the 
restricted scope set by the author, it is beyond cavil. Since the book refrains 
from following up the ramifications of complicated imperial policies and their 
gradual revision and liquidation, the main strands of reformist thought stand 
out more conspicuously and the whole shift in imperialist trends becomes 
clearer to readers of this book than it appeared to contemporary observers, 
The book should prove very useful to students. 

K. E. Knorr 

Stanford University 


National Economies 


The Structure of Soviet Wages-—A Study in Socialist Economy. By Axrax 
Brrcson. (Cambridge: Harvard Univ. Press. 1944. Pp. xi, 255, $3.50.) 


According to the popular view, socialism presupposes equality of reward. 
This was, however, certainly not the opinion of Marx. In his criticism of the 
so-called Gotha program Marx definitely stated that inequality of income 
would persist in a socialist state, at least in the transitional period. Dr. Bergson 
confirms this interpretation of Marx by presenting—in the introductory 
chapter—a brief but lucid description of the essential features of a socialist 
economy. 

In a very thorough systematic analysis which follows Dr. Bergson shows 
that inequality of income in Soviet Russia resembles to an amazing degree 
the situation in a capitalist economy. The samples chosen seem to be sufi 
ciently representative at least to demonstrate the great variation in income. 

The study deals mainly with the wage statistics for 1928 and 1934 although 
the trend in the Soviet wage policy up to 1937 is taken into consideration. 

The result is striking: the inequality of wages in U.S.S.R. and capitalist 
countries reveals a uniform pattern. The reason for this similarity is that 
a socialist administration also must seek to extract as high a value product as 
possible from resources at its command; in other words, it must try to attain 
an optimum allocation of given resources (p. 9). 

The socialist propaganda was geared to the idea of an absolute abundance 
and regarded, therefore, equality of reward not only as a prime revolutionary 
objective, but also as obtainable with certainty once the institutional setup 
of capitalism was eliminated. Practical experience soon taught the painiu 
lesson of how wrong this interpretation of the unquestionably unprecedented 
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increase in productivity of modern capitalism has been. After the privation 
of the various Five-Year Plans and all the hardship of the war, the Russians 
have fully realized that you cannot have guns and butter at the same time, 
that the relative scarcity of resources remains the strait-jacket also for the 
socialist state. Just as with the entrepreneurs in a capitalist economy, the 
Soviet administrators had no other choice than to differentiate wages according 
to the contributions of different types of work. 

Of particular interest in this respect is Dr. Bergson’s comparison of wage 
variation in the United States in 1904 with that in the Soviet Union in 1928 
in special industries, namely, in the glassware industries. These years and 
these industries have been chosen because the technical conditions of produc- 
tion have been essentially the same in both countries, The inequality in 
the U.S.S.R. is surprisingly similar to that in the United States. Since 1928 
the inequality has considerably increased, particularly under the influence 
of the Stakhonov movement. The similarity remains great even when allow- 
ances are made for all kinds of variations in real wages by special rationing 
and other government privileges. 

The book is an extremely valuable contribution to the ever-growing 
literature on Soviet Russia. With the weli-trained eye of an economic theorist 
the author during his short stay in Russia has seen more than many observers 
and writers who have spent many years there. He knows the language and 


| is familiar with the original Russian literature. In sovereign command of the 
| analytical tools of modern economics, as well as of advanced statistical 


technique, the author was able to present his analysis in the least biased 
and most enlightening way. The Marshallian economics has certainly a wide 
range of validity also within a socialist economy, and Dr. Bergson has under- 
stood how to draw from it the proper conclusions with regard to fundamental 
issues of the Soviet economy. His deeper insight in the functioning of a 
socialist economy has prevented him from distorting the analysis by mixing 
up pure economic relations with the sociological framework of a socialist 
economy, as has been so frequently the case in the popular literature, We 
are in great need of more such monographs on Russia as that of Dr. Bergson 
to get a more adequate picture of the functioning, and of the accomplishments, 
as well as limitations, of Soviet Russia. 
EUGEN ALTSCHUL 
U. S. Tariff Commission 


Economic Systems; Post-War Planning 


A Price for Peace—The New Europe and World Markets. By ANTONIN BASCH, 
Foreword by JAMES T. SHOTWELL. (New York: Columbia Univ. Press. 
1945. Pp. xii, 209. $2.50.) 

Published before San Francisco and Potsdam laid down the great lines of 
official post-war policies, sponsored by the Carnegie Endowment for Inter- 
national Peace, prefaced by the valiant writer for realistic and constructive 
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pacifism, this book carries a message. Concisely stated in the programmati, 
title it proclaims: Europe ought to be given her opportunity and share in worl; 
trade, if the peace is to be durable. Europe in this program means continent, 
Europe, where the peoples after the war will have to start under auspices anj 
conditions different from those of Great Britain and Russia, Out of the ashe: 
out of the ravages and destructions, a new Europe emerges on the Continen: 
Security of the world and the well-being of mankind require that this regia 
be swiftly, fully, and planfully integrated in a well-functioning world economy 
The New Europe could certainly not be excluded and left to its own severely 
impaired powers of resilience without preventing the whole world from regaip. 
ing economic equilibrium. 

The European continent—at the pre-war average—absorbed 38 per cent 
of all world imports and contributed 37 per cent to the total exports of th 
world; excluding intracontinental European trade, the European continent 
used to import 57.8 per cent of the total supplies of all other continents plus 
Great Britain plus Russia and to sell to these countries 44 per cent of all its 
own exports. Comprising before the war nine highly industrialized countries, 
the European continent offered the greatest market for raw material and food. 
stuffs and was seller, as well as buyer, of the largest quotas of all marketed 
manufactured articles. There is not one exporting or importing area wher 
the whole economy would not be dislocated and forced into grave adjustment 
trouble should continental Europe not regain—nay, improve—her place 
in world economics. Failing this, the world could again be driven to the brink 
of war and catastrophe. 

Professor Basch adduces an imposing array of striking facts and figures in 
corroboration of the plausibility of his vision of a post-war world economy, 
where the crossroads between universal prosperity and universal misery, be- 
tween peace and war, will be marked by a signpost pointing in one direction 
at the integration; in the other, at the exclusion of continental Europe. But, 
while building up this vision, Basch is no starry-eyed visionary. His prospects 
are clouded with the awareness of the difficulties and obstacles, which ought 
to be overcome, and of the sacrifices and self-denying policies which govert- 
ments and peoples ought to be ready to accept in order to achieve a well 
organized, collaborative world economy including post-war continental Europe. 
Basch does not ignore the fact that not all peoples, not even the peoples oi 
continental Europe, whose very survival is directly involved may now te 
prepared to adjust their economic policies, domestic and foreign, to this chal 
lenge of the future, And it is precisely this painful adjustment, the deliberate 
choice of long-run policies with all the sacrifices they may entail, in the place 
of more facile short-run advantages and shortsighted national policies, that 
Professor Basch, in his message, proclaims as the “price for peace.” 

The Atlantic Charter, the master agreement of 1942 and, more recently, the 
presidential proclamation terminating Lend-Lease are indicative of the way the 
United Nations are pledged to go together to the goal of economic reconstruc: 
tion; it is the way of multilateral agreements and equalitarian treatment tent 
ing toward liberation of trade and removal of trade barriers. But, for cot 


tinental Europe to be able to participate materially and to benefit from such j 
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a policy of world trade liberation and expansion, emergency measures ought 
to be taken during a transition period of several years, in order to restore 
equipment and productivity of the damaged areas. 

Dr. Basch suggests that this primary task of rehabilitation should be plan- 
‘lly oriented on the future inclusion of the readjusted countries in a collabo- 
rative system of world economy and division of labor following the principle 
of comparative advantage. And it is here, in his practical advice, not in his 
postulated aim, where Basch presumably will encounter opposition, disappoint- 
ment and, eventually, even the surprise of finding the proc!zimed ends achieved 
through other ways and means. It will probably be hard enough to reconcile 
national economic policies with the principles of equalitarian multilateral 
trade; the problems of Great Britain and her imperial preference and of the 
aloofness of Russia and her newly-won sphere of influence against the tra- 
ditional methods of international relations ought to be brought in line with 
the great concepts of an expanding world economy. 

Tendencies toward bilateral arrangements, regional preference and compet- 
ing blocs will have to be overcome before the great machinery of concerted 
economic action aiming at an expanding world economy—the pacts concerning 
raw material and foodstuffs, lowering and abolition of trade barriers, mone- 
tary stabilization and the International Bank for Reconstruction and Develop- 
ment—start their beneficial work of trade expansion and integration, The 
World Security Organization provides an Economic and Social Committee 
with supervisory and regulative functions, but it would seem to be doubtful 
whether even such a supreme instance would be able to live up to the require- 
ments as stated by Basch as essential in the task of economic reconstruction. 
Universal planning in the international sphere and domestic planning, both 
guided by the principle of comparative advantage, as advocated by Basch, 
may appear to be a directive rather for creation of a new economic world than 
for reconstructing a world economy out of more or less adequate, already 
existing element ;. Lack of inexorable logic is certainly not among the failings 
of Professor Basch’s program. To a world hectically industrialized in every 
comer of the globe—the book cites astonishing developments on this score— 
Basch proclaims: “Old plants and old and outworn economic enterprises—and 
even new industries with high production costs—should be scrapped along 
with old and outworn ways of thinking” (p. 90). But only a doctrinaire—and 
Dr. Basch is no doctrinaire—could assume any fixed and inflexible rule by 
which to measure relative advantages and disadvantages, which are neither 
static nor of a purely economic nature, expressible in costs. The industrializa- 
tion of former agrarian countries, the agrarianization of predominantly indus- 
trial economies—Dr. Basch gives the facts—may from the standpoint of mere 
costs be wasteful and irrational, but they certainly are not without good reason. 
And the planners, who according to Dr. Basch should be entitled to determine 
the structural set-up of the economic world, which under our eyes has so dy- 
namically changed its structure of production, may well be faced with a task 
of almost unbearable responsibility. 

“The first thing—and this should be done immediately—is to make an item- 
ized census of the world’s manufacturing capacity by countries, showing the 
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development of individual industries during the last decade and their potentig 
market. Special committees for each industry, established as an internation, 
organization, should examine the situation in all possible details” (p, 90), 
Granting that there is some preparatory work of this kind already ies 
example, the U. S. Census and studies in the Foreign Economic Administration 
—could the dynamic economic development of the world wait for these com. 
mittees to take stock and issue their plans? And would these plans correspond 
to more than a momentary phase, thus barring further progress? 

The planners, moreover, would have to choose between different schools of 
thought regarding the impact of industrialization on the expansion of interna. 
tional trade. Some, such as Professor Eugene Staley and Louis Bean, expect 
that industrial diversification intensifies foreign trade and advocate that in. 
dustrially less developed regions and backward countries be assisted in their 
endeavors to industrialize and thus develop not only a higher standard of 
living, but also more receptive markets. Others, however—Professor Basch 
quotes the interesting findings of A. J. Brown—are not so sure of such an effect 
in the long run. There are similar problems to solve with regard to agriculture, 
notably in the European southeast. 

What lead are the global planners to follow? It would seem as if the realistic L 
approach intended by Basch has overlooked one very realistic, though not - 
dirigible and not measurable force of resilience and adjustment, namely, the 
élan vital of millions of skillful, enterprising, intelligent individuals, who may 
be expected to strive for survival according to their own lights and determina- 
tion and following the selective decisions of the market, where they would 
find guidance even in the task of assessing comparative advantages and dis- 
advantages, at least in all fields of production and trade which will not fall into 
the widening sector of direct governmental regulations. 

The lot of world planners would certainly not be enviable. The world is full 
of contradictions. A new, the “second industrial revolution,” has radically 
changed all economic structures. The war and revolutions have changed the 
social structure in wide parts of the world, including continental Europe. New 
economic and social philosophies gain sway over half of continental Europe 
and of the British Isles. The tendency toward industrialization is partly—for 
obvious political reasons—offset by the imposed reductions of industrial activi- PI 
ties in Germany, regardless of comparative advantages. Still the fact remains 
that continental Europe, for her own good and for the peace of the world, 
ought to find her place in a well-organized world economy. Assuming that the 
urgently needed emergency measures succeed in bringing about rehabilitation 
of productive capacities in the afflicted areas of the world, and allowing for 
collective activities within a wide sector of economics, a machinery i is already 
prepared—and a universal intention is agreed upon—to liberate trade and to 
release the dynamic forces of individual economic enterprise, even in stricken 
continental Europe, the last place in the world where the human urge and 
force of resilience should be completely superseded by the rulings of a planning 
board, be it ever so omniscient and wise. 

Dr. "Basch has contributed a very meritorious study to the literature which, 
in its entirety, adds up to an organized public opinion and clear vision con- 
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cerning the future of a world bent upon the preservation of civilization and 
peace. Isolationists should read it in order to abandon their easy belief in the 
possibility of severing interdependencies which are organic, and illusionists and 
perfectionists should read it in order to get a glimpse of the complexities of a 
task which can not be done merely with good intentions and which, moreover, 
can never, even with the greatest exertions, yield fully satisfactory results in 
the short run. ADOLPH B, DRUCKER 
The American University 


Collected Works. Vol, XXIII, 1918-1919. By V. I. Lenin, Edited by A. 
TRACHTENBERG. (New York: Internat. Publishers. 1945. Pp. 539. 
$3.50.) 

The volume before us contains Lenin’s writings and speeches for the 
period May, 1918, to February, 1919. With the exception of “The Proletarian 
Revolution and the Renegade Kautsky,”* which first appeared in pamphlet 
form, the items are short and consist of speeches? and letters to official and 
unofficial bodies, together with a number of contributions to Pravda. While 
Lenin addresses himself throughout to pressing practical problems of the 
day, the volume, nevertheless, throws light on a number of issues which 
cluster around the interpretation of the Russian revolution, 

One thing emerges clearly. The Bolshevik revolution was begun as the 
first stage of a world revolution of which the German phase was conceived 
to be of strategic importance. “Our revolution was begun as a general revolu- 
tion.”* “Final victory is possible only on a world scale.’* The “complete 
triumph of the Socialist revolution is inconceivable in one country alone and 
demands the most active collaboration at least of several advanced countries, 
among whose number Russia cannot be counted.’® From “the stand-point 
of the international, of the world revolution . . . the chief link . . . is Germany. 
... the German revolution is already ripe and on it the success of the world 
revolution will most of all depend.’ 

On October 3, 1918, Lenin observes, “The crisis in Germany has only 
begun.’ It will inevitably end in the transfer of political power to the German 
proletariat. . . . the Bolsheviks were right in basing their whole tactics on 
the support of a world workers’ revolution.”* Kautsky, in fact, upbraids the 
Bolsheviks for having “staked everything on one card, on a general European 
revolution” at a “definite date.”® Lenin’s response throws light on the follow- 


*Pp. 347-436, 
"In some cases, newspaper accounts of speeches. 

Aug. 23, 1918; p. 206. See also pp. 27, 48, 307, 405-07. 
“May 14, 1918; p. 22. 

Nov. 18, 1918; p. 275. See also pp. 126, 206-07. 

Oct. 22, 1918; p. 251. See also pp. 439, 489. 
‘Within ten days . . . the German monarchy was overthrown.” Ed. note, p. 403 n. 
P, 228. 
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ing two issues: (1) the alleged determinism of Marxian theory and (2) th 
alleged non-Marxian character of the Bolshevik revolution. 

Lenin’s assertion that Bolshevik tactics were “based on the expectatio, 
of a European revolution in the more or less early future, but not at a definite 
date”*® is in itself of no particular interest. The world revolution did no 
transpire in the “more or less early future.” What is of interest is Lenin’ 
position that to predict a definite date for a revolution is, in principle, 
impossible, Why? Because there are no “historical laws of revolution, . .. 
laws only apply to the typical, to what Marx once termed the ‘ideal,’ meaning 
average, typical capitalism.” 

Lenin is correct as to Marx’s view of the relation between his theory and 
historical prediction. As Lenin indicates, the reference of Marx’s “laws oj 
motion of capitalism” is a theoretical model of an ideal, typical capitalism, 
and not the historical scene. For the purpose of historical prevision, i, 
prediction in terms of time and place, the model needs to be adapted to the 
peculiarities of the given historical configuration; and even then, what emerges 
is a probability judgment. Critics of Karl Marx have mistaken revolutionary 
rhetoric for a doctrinal and methodological determinism. 

As for the alleged anti-Marxian character of the Bolshevik revolution, 
Lenin has the following to say: “Long before the war, all Marxists, all 
Socialists, were agreed that a European war would create a revolutionary 
situation. Kautsky himself, before he became a renegade, clearly and 
definitely admitted this—in 1902 (in his Social Revolution) and in 1909 (in 
his Road to Power). It was also admitted in the name of the entire Second 
International in the Basle Manifesto.’?* Lenin might have added the great 
authority of Engels in support of his position that the conception that a 
world war would breed world revolution’* had come to be a Marxist tenet. 

“The experience of every revolution that has hitherto occurred in Europe 
offers striking corroboration of the fact that revolution is inevitably doomed 
if the peasants do not throw off the domination of the kulaks.”** Had Lenin 
not been making a speech to the delegates of the poor peasants, he might 
have said, “If the revolution does not throw off the domination of the kulaks’ 
—a domination based in considerable part on the circumstance that the 
kulaks were the main source of the surplus grain for the feeding of the urban 
population, The kulaks’ propensity to hoard the surplus led, beginning with 
the early summer of 1918, to the organization of class warfare in the village 
under the slogan “Poor peasants, unite!”*°—against the kulaks. 

In this way, according to Lenin, “the October Revolution of the cities 
became a real October Revolution in the countryside only in the summer and 
autumn of 1918.” Toward the end of 1918, he asserted that the latter was 


402. 

=P. 356. 

* Pp. 402-3. 

* See e.g., pp. 119-20 for quotation from Engels to this effect. 
*P. 293. Italics mine. 

* June 4, 1918; p. 273. 

* Nov. 6, 1918; p. 264. 
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ssessed of a “significance . . . incomparably deeper and greater” than that 
of ‘the October revolution in the city.” Lenin overestimated the significance 
of his rural revolution because he underestimated the staying power of the 
kulaks. Their surplus grain might be requisitioned by force, but force does 
not avail for the production of surplus grain as long as production is in 
private hands. Confronted by serious famine in 1921, Lenin was forced to 
inaugurate the N. E. P. of which the kulaks were the chief beneficiaries. 

It may be that their very success contributed to the kulaks’ premature 
and violent liquidation. At any rate, while Lenin remarks, “We shall have to 
fght for the social cultivation of the land,” the following indicates that 
he did not envisage so rapid and forcible a collectivization of agriculture 
as ultimately took place. “We fully realize that such vast upheavals in the 
lives of tens of millions of people as the transition from small individual 
peasant farming to the social cultivation of the land, affecting as they do the 
most profound roots of life and habits, can be accomplished only by prolonged 
effort, and can in general be accomplished only when necessity compels people 
to reshape their whole lives.’’?® 

Lenin also expresses himself at length on the highly controverted issue 
of the dictatorship of the proletariat. But that is too complicated a matter 
for summing up within the limits of a short review. 

Leo ROGIN 

University of California 

Berkeley 


Economic Democracy and Private Enterprise. By MicHAEL O’SHAUGHNESSY. 
(New York: Harper. 1945. Pp. x, 118. $2.00.) 

The jacket of this book carries the endorsements of Secretary Henry A. 
Wallace and Philip Murray. Such endorsements must have rested upon its 
equalitarian social and political sentiments, certainly not upon its meager 
economic or political analysis. Apparently directed primarily at the lay 
reader, the book is, by and large, based on the economics of the heart, not 
of the head. 

The economic thesis (Chaps. I and II) is simple. During the war, we 
attained full employment “for the first time in our history” by tremendous 
government spending. To maintain full employment in the post-war period, 
despite the curtailment of wartime government spending, it will be necessary 
to raise the minimum income per family to $2,800 per year. Family units 
with incomes of less than $1,500 would be raised to this level by school 
lunches, stamp plans, housing assistance and medical care through income 
taxes on those with incomes greater than $5,000 and on corporations. This 
would “create a prosperity” enabling those in the $1,500-$3,000 class to raise 
their own standards to the $2,800 minimum. Those contributing the taxes 
would suffer no deterioration in their financial position “and their gain in 
stability would more than compensate for their temporary sacrifice.” Eventu- 


"Dec. 14, 1918; p. 447. 
* Pp. 448, 449, 
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ally, investment of savings for production purposes would largely com, 
from those with incomes below $5,000. “Social security taxes, health anq 
educational grants in aid and all forms of Federal paternalism would even. 
tually be unnecessary” if the $2,800 minimum were maintained. 

Even if one admits that, for the most part, industrial leaders haye 
emphasized wage rates as a cost almost to the exclusion of wage rates as 
purchasing power, O’Shaughnessy goes to the opposite extreme. “The higher 
the wage level, within reason, the greater is purchasing power and consequently 
consumption, and the higher consumption the higher employment.” The 
relation of wage rates to labor productivity, costs, prices and profits js 
completely ignored. It is perhaps significant that the author always states 
his minimum goal in monetary terms, but nowhere comes to grips with the 
real-income problem, merely piously inviting the nation’s industrial leaders 
to double the 1942 production of civilian goods for the same total profit 
earned in that year. So foreign is productivity to his thinking that he fails to 
invoke what is perhaps the soundest argument in favor of raising the 
minimum standards of health, nutrition, housing, and education for our 
lower-income groups. This argument is that such measures would raise human 
productivity and foster that mobility of our human resources so necessary 
to maximize our national real income. Only upon such a basis, by which 
the product available for redistribution could be steadily increased, could 
his drastic leveling process have any degree of permanence whatsoever, 
particularly without continuing federal “paternalism” which he himself 
wishes to eliminate. 

Like so many “liberals” of the Christian-humanist (or socialist) persuasion, 
O’Shaughnessy finds something ethically distasteful about “competition” and 
“profits.” He criticizes our present economic system mot because it fails to 
attain the “competitive” ideal, but because competition (particularly on a 
price basis) is itself “socially destructive,” creating monopoly and concen- 
tration of power and wealth, For competition, he would substitute (consumer) 
codperation, “production for use and secondarily but definitely for proiit,” 
and “a fifty-fifty attitude as between self-interest and public welfare.” Beyond 
such confused and vague ethical notions, he fails to support his view that 
“there are better means” to insure the “passing on to the consumer the 
gains from technological advance” than through price competition. Strangely 
enough, he later fully quotes with approval the patron saint of this economic 
philosophy, Henry Ford. 

After this highly inadequate discussion of fiscal and economic matters, 
O’Shaughnessy spends the remaining three-quarters of the volume in discussing 
the political means of implementing his economic program. Actually, there 
is no necessary connection between the two parts, the latter being a partisan 
but, on the whole, competent criticism of pressure-group control of Congress, 
particularly during the war just ended. The solution which he offers for this 
vital problem is “functional democracy.” He proposes the creation of 4 
Supreme Council of Industries and Professions (S.C.I.P.). Delegates, chose 
by democratic procedure, would represent organizations of owners and 
managers, workers, and consumers in each major industrial or vocation 
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group oF subgroup of the national economy. The S.C.I.P. would have official 
status as an integral part of the government, acting as an advisory body to 
the Congress, executive departments and various commissions. This Council 
could (1) pass resolutions, by majority vote, expressing the opinion and 
advice of the delegates on current problems; and (2) reach agreements— 
for example, between employers and employees with the assent of consumers’ 
delegates—valid only if then incorporated into acts of Congress. Congress 
could then “recover its composure as a deliberative body,” considering pro- 
posals from S.C.I.P. “in an atmosphere of calm, free from outside pressure, 
and devote its time to acting conclusively on matters of broad policy.” 
Harmony between branches of government and between classes would thereby 
be restored and the pressure-group problem would be resolved. And a “just 
balance” among production and consumption, employment, prices, wages and 
profits would be attained to form the basis of legislation. 

O’Shaughnessy’s proposal deserves careful consideration, since it does 
conform with the tendency of certain organized groups of citizens to think, 
lobby and vote more nearly as “producers” than as “consumers.” But what 
the author fails to recognize is that our organized pressure groups actually 
represent primarily the “aristocracies” of agriculture, labor and industry. 
For example, the three million farm families—the half largely outside of 
commercial agriculture—are not represented by any articulate group. The 
same is true for millions of unskilled, unorganized workers. In their present 
state of education, physical health and mental vigor, they cannot be expected 
to organize politically nor is it feasible successfully to impose organization 
upon them from the top down. Nevertheless, many of them can and do vote 
and participate in the existing political process, Functional representation 
would, therefore, shift the balance of power still more strongly in favor of the 
“aristocracies”—to the detriment of the very groups which O’Shaughnessy 
wants most to strengthen—than does present more broadly-based Congres- 
sional representation, 

Furthermore, it is politically dangerous to encourage and extend producer- 
mindedness by legalizing it. Would not economic positions tend to become 
less, not more reconcilable? The one-third representation of consumer interests 
would very probably be “window-dressing,” if past experience is any guide. 
By rejecting competition im toto, O’Shaughnessy would transfer price and 
wage making almost wholly into the political arena. The S.C.I.P. is strangely 
reminiscent of the National Council of Corporations of Fascist Italy. To 
suggest that such a large and unwieldy organization—however “democrati- 
cally” organized—could lighten the strong hand of the state is little short 
of naive. In the reviewer’s opinion, creating a more intelligent electorate, 
broadening the franchise, and Congressional reform—even marked revisions 
of our Constitution—should be attempted before we resign ourselves to the 
neo-medieval “status” society which appears to be the author’s ideal. 

This is not a good book in any scholarly sense. It is impassioned, partisan, 
replete with repetitive clichés, and inextricably confused as between ends and 
means. The reviewer nevertheless would recommend it particularly to 
economists writing in the fields of employment and fiscal policy as an 
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example of how not to write what some of them are, in fact, writing. 
Economists cannot, in times like these, avoid questions of public Policy, 
political philosophy and social “‘values.” But they can, at least, try to separate 
assertion and analysis. They can make their fundamental assumptions con. 
cerning the institutional framework and the ends of society as explicit as 
possible, in order that critical attention may be focused on the crucial issues, 
And they can show far more humility, and far less acceptance of theoretical 
hypotheses as proven “facts.” Only thus can they avoid envelopment by the 
ceaseless clash of the ideologies and utopias. 
WILLIAM H. NIcHotts 
University of Chicago 


Citizens for a New World. Edited by Ertinc M. Hunt. (Washington: Nat, 
Counc. for the Soc. Stud. 1944, Pp. 186. $2.00.) 

For its Fourteenth Yearbook, the National Council for the Social Studies 
has brought together eight papers bearing on the need of an organized world 
society and the responsibilities of citizenship in that society. “No nation,” in 
the words of the Preface, “can make an independent choice between peace 
and war, or by its own efforts guarantee its prosperity against depression, or 
its democracy against the menace of fascism.’’ Hence the purpose of the 
symposium is “to describe needs and a range of proposals, and aid citizens 
in making intelligent choices as they help determine our policies in rebuilding 
an orderly society.’’ Notwithstanding the sponsorship of the volume by leaders 
of educational foundations and peace organizations, the promise of the 
Preface is not fulfilled in the material presented. 

Written in 1944, the volume opens with a review of the case for planning 
the peace during the war by Professor Clyde Eagleton. He shows why only a 
strong international organization can be expected to cope with the problems of 
restoring order, maintaining security, and preventing the imbalances that lead 
to war. The same theme is developed by Professor Linden A. Mander in his 
paper on “The Interdependence of Nations and Individuals,” and in Miss 
Esther Caukin Brunauer’s chapter on “The Stake of the United States in 
International Organization.” 

Under the heading, “Plans for International Organization,” Professor Denna 
F. Fleming traces our negative contributions in respect to the League of 
Nations, the World Court, and the episodes of Manchuria, Ethiopia, and 
Munich. He is strongly opposed to the treaty veto power of the Senate. In 
his words, “The stronghold of a constantly recruited battalion of death upon 
our foreign affairs must be ended.” When the competent representatives of 
the participating nations have finally reached an international agreement 
after much compromise and discussion, Professor Fleming regards it absurd 
that any one parliament should then proceed to “perfect each treaty for al 
time to come against all imaginable hypothetical dangers and against all the 
frailties of future human beings.” 

The subject of “Education for a New World Order” is covered by Profes 
sor Walter M. Kotschnig. He presents the dilemna of avoiding the use of 
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education as a political weapon of dictatorship, and at the same time imple- 
menting the positive function of education as a preparation for citizenship 
in a world order. Professor Kotschnig emphasizes the key position of the 
secondary schools in international education. He would put greater emphasis 
on foreign languages; and in all subjects, “even arithmetic,” there should be 
3 judicious choice of examples and problems designed to help create an inter- 
national outlook, He would not interfere with the cultural integrity of the 
individual nation; and he wants no “world curriculum.” He does, however, 
recommend an international office of education available to appraise educa- 
tional systems of individual countries and to offer aid where needed. 

Reference to the importance of economic codperation in building a world 
order is encountered in all of the papers. Only one chapter, however, is 
devoted specifically to treatment of the economic problems that must be re- 
solved at the international level. That one is by Miss Carol Riegelman, under 
the title, “Liquidating the War: Economic and Social Rehabilitation.” Her 
approach is not that of the economic analyst. Miss Riegelman is content to 
list the general welfare aims of economic codperation. Thus, we are admonished 
that it will be necessary to find jobs for all who need them; to find homes 
for uprooted populations; to advance backward areas; to make farming 
profitable; to establish freedom from want. There is no effort to point out the 
conflict of issues that must be resolved in such basic fields, for example, as 
monetary stabilization; balancing imports and exports; cartels and com- 
modity quotas; accelerating the international flow of investment funds; the 
exchange of goods and services between privately managed and state-con- 
trolled economies. Apparently Miss Riegelman’s faith in international con- 
ferences remains strong. She closes her chapter with this peroration on the 
International Labor Conference held in Philadelphia in April, 1944: “The 
Philadelphia Conference debates may thus give a new impetus to inter- 
national planning for social and economic reconstruction. The Conference may 
mark the opening of a new phase in the struggle to achieve a better post-war 
world.” 

An exception may be noted to the generally platitudinous tone of the 
volume. It is in the shortest of the chapters—a 5-page paper on “Problems 
of International Health,” in which C. E. A. Winslow presents a check list of 
the essential health services in which international effort must be concen- 
trated for protection against the spread of diseases and for the raising of 
health standards among nations. 

It is difficult to ascertain for what type of reader the volume was designed. 
Two editions are mentioned in the Foreword: “one for the general public; one 
for teachers of history, international relations, and related fields of the social 
studies, and for other educators concerned with the planning of the school 
curriculum.” But only one edition has actually been issued—apparently the 
one intended for the general public, with an appendix chapter containing the 
outline prepared by Professor Hilda M. Watters for a secondary school cur- 
riculum in international relations. The volume is likely to prove most useful 
to the teacher who does his classroom work in other fields but is interested 
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in obtaining a general knowledge of the ground covered by the field y 
international education. 
A. D. H. Kapray 
Washington, D.C. 


National Budgets for Full Employment. Pamph. ser. nos. 43-44. (Wash 
ington: Nat. Planning Assoc. 1945. Pp. viii, 96, 50c.) 


This study investigates the relationships between public expenditure, privat, 
investment and consumption, implied by the employment of 60 million per. 
sons in the United States in the year 1950, Assuming an annual increase jp 
output per worker of 2 per cent during the current decade, and granted that 
the work week is not reduced below forty hours, the authors calculate tha 
this labor force is capable of producing in 1950 a gross national product ¢ 
around 170 billion dollars (1941 prices). They further calculate that, even jf 
taxes are reduced, if the Social Security fund fails to accumulate, and if les 
corporate profits are placed to reserve than of late, such a level of gross n- 
tional product implies—on the basis of past relationships—a deflationary gap 
of the order of 8 to 9 billion dollars. This pessimistic conclusion, with whic 
few would quarrel, leads the authors to consider (1) deficit financing, (2) in- 
creased private investment, and (3) increased consumption as alternative 
means of achieving full employment. No elaborate consideration is given to 
the strategy required by different lines of attack, but the problem is clearly 
posed. 

The composition of full employment output and the associated distribution 
of the labor force are treated only incidentally. For example, one may question 
whether as many as 15 million persons can ever again be employed in manv- 
facturing, even under assumption (2). However that may be, the study does 
much to document the conclusion “that past relationships will not bring nor 
maintain . . . full employment,” and “that changes in our past arrangements 
are therefore necessary.” The formulation of specific measures is left for 
further study, though it is admitted that this is a task which brooks but bri! 
delay. In fine, the monograph is clearly written and provides an excellent it- 
troduction in concrete terms to national income and national product account: 
ing, although the theoretical treatment is necessarily sketchy. 

HAROLD BARGER 


Washington, D.C. 


The Second Chance: America and The Peace. Edited by JoHN B, WHIT10¥. 
(Princeton: Princeton Univ. Press. 1944, Pp. vi, 235. $2.50.) 

The little volume contains seven essays on the structure of the peace, cot 
tributed by members of the Princeton faculty and the Princeton Group {or 
the Study of Post-war International Problems. Papers on the political, leg), 
economic and philosophical aspects of post-war relations are included. Whit 
the treatment is rather sketchy, the chapters move along swiftly and makt 
for stimulating reading. 

Most interesting to the reviewer was Professor Niemeyer’s chapter 
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field of 


” 


World Order and the Great Powers,” where it is argued persuasively that 
ist-war peace will depend not on legal procedure but on the “art of adjust- 
nent” as practiced among the great powers, Events have somewhat over- 
aken Professor Corwin’s plea that constitutional practice does not require a 
wo-thirds Senate majority for ratification of a peace organization, but the 
rgument may regain importance at some later time. 

rofessor Graham’s chapter on “Economics and Peace” is the only one 
ealing with the economic aspects of the problem. The lesson of the last 
entury, he argues correctly, is that we cannot get peace through liberal 
conomic policies, but that we may get liberal economic policies through 
rease in eace, The attainment of peace, first of all, will require full employment in 
ted that he major countries, a condition upon which international trade per se is 
ate tha hought to have little bearing. Further requirements are free access to raw 
duct o ,aterials for all nations on equal terms, checking of international monopolies, 
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even i ability in the tariff structure and an orderly international monetary system. 
d if les HM oluntary stabilization of exchange rates and price levels is recommended, 
POSS Na: ith monetary standards being linked to goods on a stable basis, in short, ap- 
ary gap lication of Professor Graham’s commodity money scheme to the international 
which phere. 
(2) i RICHARD A, MUSGRAVE 
erative Washington, D.C. 
Ziven to 
clearly Jere Comes Tomorrow. By A. W. ZELOMEK. (New York: Ziff-Davis. 1944. 
Pp. xi, 131. $2.00.) 
ribution The style of present-day economic advisory services to business men em- 
juestion odies three principles: (1) be prophetic, clothing uncertainty with a little 
| manu- agueness if necessary; (2) be brief; (3) make the analysis simple, even if 
dy does his requires superficiality. Mr. Zelomek’s little book on the post-war decade 
ing nor uffers from possessing these three characteristics. In 127 small pages he dis- 
Jements usses ten topics ranging from international relief and post-war prices, income, 
left for nd employment to the prospects for moderate-cost housing and the outlook 
ut brief or competing types of transportation. 
lent in- Economists who have given thought to post-war conditions will find that the 
Ccount: ook does not add to their knowledge or understanding; but the judgments 
xpressed, where definite, seem sound to the reviewer, and the layman should 
RGER ind the brief discussions useful. EverEtTtT E. HAGEN 
Washington, D.C. 
TITTON. 
hail Statistical Methods; Econometrics; Economic Mathematics; 
fot Accounting 
|, legal, 
” Whik lementary Statistics: with General Applications. By Morris BLAtr. (New 
pars York: Holt. 1944. Pp. xiv, 690. $3.50.) 
undamentals of the Theory of Statistics. Vol. I. Elementary Statistics and 
yter 02 Applications, Vol. II. Sampling Statistics and Applications. By JAMEs 


970 THE AMERICAN ECONOMIC REVIEW [ DECEMr, 


G. SmitH and AcHEson J. DuncAN. (New York: McGraw-Hill. 194; 
Pp. x, 720; xii, 498. $4.00 each.) 

The interregnum of the war period has given an opportunity for colle: 
faculties to reéxamine their teaching programs, and college catalogues soon 
will reflect the changes this critical thinking has brought about. Attention 
turning to what it is the college-trained man should have gained during his 
college years, and on this touchstone the various college courses must }y 
judged. In such a test, how does college instruction in “statistics” fare? Ty) 
elements of the problem seem to have developed. 

In most institutions statistics has become for many course programs a basic 
course, in large part in recognition of the prominent réle played by factu,) 
information in business, science, government, politics. There has been a tr. 
mendous increase in the compilation and use of statistical information in thi 
country in a day in which “full employment” and “gross national product” ar 
familiar terms, The challenge to the colleges is whether or not their instructiop 
is preparing graduates in the best ways possible to enter this environmen 
Much of the burden of the training in ability to get meaning from figure 
rests on the “statistics” courses, though it is not the title but the subject 
matter and the instruction that are important. 

At the same time that colleges are being called upon to combat the entering 
freshman’s distaste for figures and to develop his skills in their interpretation 
and use, the colleges also are expected to train some students to be firmly 
grounded in the advancing techniques of specialized statistics. The two in- 
struction purposes should not be merged, even partially, for the purposes o/ 
the instruction are fundamentally different. The two books under review illu: 
trate, basically, approaches to these two instructional problems. 

Blair’s text, according to his friendly aside to the student, is not intended 
to develop embryo statisticians; it is written from “the standpoint of consump. 
tion rather than with a view to creation.” Yet it remains a textbook o/ 
statistics methodology and not a textbook for training in the skills of using 
figures—the skills so lacking in entering college students and often so poorly 
developed when they leave. As yet there is no textbook addressed four-square 
to this special problem and probably will not be until bold curriculum plan- 
ning shall reveal its urgent need. 

For the most part the Blair book follows the organization of the typical 
textbook in statistics. The first section contains a short, usable discussion 0! 
use of numbers, a review of elementary arithmetic and algebraic operations, a 
good summary chapter on use of ratios and percentages followed by a survey 
of sources of information and of the problems of compiling material, and 4 
discussion of tabular and graphic presentation, The text is set at a rather 
simple level. 

Section II, Analysis of Large Samples, has the usual description of methods 
of computation of various measures pertaining to frequency distributions. The 
presentation is elementary and straightforward. For the curious student the 
text will have shortcomings at many points, for little is said about the reasons 
for or origins of the various measures, Included in this section is the problem 
of curve fitting, introduced interestingly enough not with respect to ‘im 
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series but as a correlation problem, Here also is a chapter on ways of organiz- 
ing data into tables for analytic purposes, and finally an elementary discus- 
sion of the normal curve and its application to statistical work. 

~ Section III, Analysis of Time Series, describes the familiar procedure of 
analyzing trends, seasonals and residual cyclical fluctuations, supplemented by 
several pages devoted to the Mitchell-Burns method of cyclical measurement. 
Index numbers are covered briefly, Section IV treats of small samples and in- 
cludes a discussion of analysis of variance and covariance patterned after 
Snedecor. The student is taken somewhat deeper into this area than he is in the 
early sections of the book. Section V is devoted to curvilinear and multiple 
correlation, An interesting addition is an appendix of technical terms re- 
ferred to in the text. 

There is much to commend the Blair text to one in charge of an elementary 
statistics course intended to carry the student part-way along technical statis- 
tical lines. Indeed there are some sections for students who are not interested in 
statistical procedures as such. The text suffers often in that many of the 
measures are presented without much discussion of their use or purpose with 
the result that, unless the instructor is careful, the student will be given a diet 
of smérgisbord. However, by careful selection and supplemental work, the 
text should prove useful, particularly in view of the excellent review questions 
and exercises that are included at the end of each chapter. 


The two-volume book of Smith and Duncan is primarily what its title 
suggests: a book devoted to the theory of statistics. As such it is not intended 
for any “consumer” of statistics, but for the student of statistical method, 
particularly as related to all the problems stemming from frequency distribu- 
tion analysis. The other areas typically covered in a statistics course are in- 
cluded but often in such a form as to suggest that they hold no great interest 
for the authors, This observation is not meant to detract from the general 
excellence of the book but rather better to characterize it. 

It is the intention of the authors that Volume I would be used in a first 
course, Volume II, in a second course devoted to more advanced study. In 
Volume I will be found therefore the general introductory materials, elemen- 
tary frequency distribution analysis, correlation and time series analysis, leav- 
ing to Volume IL a further development of the general theory of frequency 
curves and the theory of random sampling. First a few comments on Volume I. 

The point of departure is variation, first “static variation,” then “dynamic 
variation,” i.e., time series, On this note the authors build their analysis. As 
they claim, considerable care was taken to make sure that the logical expo- 
sition does not set too rapid a pace. The more difficult topics are delayed in 
their treatment even when logical arrangement might suggest their being 
handled earlier, yet all done with sufficient skill that the parts are smoothly 
blended into a clean and consistent progression. The book abounds with useful 
footnote cross references to specific pages, and if the decision to use a peda- 
gogical rather than a logical outline is the reason for this happy practice, the 
by-product was of unforeseen value, 

The book has a forbidding appearance, for considerable experience in mathe- 


972 THE AMERICAN ECONOMIC REVIEW [ DECEMBE, 


matics would seem to be a prerequisite to its classroom use. Actually, the 
authors avoid complete mathematical demonstration of all points and fr. 
quently beg a question as being beyond the scope of the text, and probably 
wisely so. Whether the book is feasible as a general text will be revealed by 
classroom experience; in this reviewer’s opinion there is no reason for sty. 
dents expecting to concentrate in statistical work to find it prohibitively 
difficult. 

Correlation is developed from Pearson’s product moment approach jn , 
section characteristically entitled “Study of Bivariates and Multivariates.” 
As a teaching device it may be questioned whether this method is as efficien: 
as the variance approach, although it is well presented here and leads smoothly 
into the general discussion. The analysis of time series section is notable for its 
discussion of rational and for its strong section on fitting of trends, which in. 
cludes a welcome chapter on orthagonal polynomials. Treatment of seasonal 
variation is less thorough despite the wide use of the technique. In this sec. 
tion, as well as throughout the book, there are interesting notes on the his- 
torical background of the techniques under discussion. 

The second volume is a welcome statement, in what is for the most part 
nontechnical form, of the theory of frequency curves and random sampling 
Its focus is on the theory, and that theory is built up step by step with con- 
siderable skill. While there is little that is new in the book, it is valuable to 
have its systematic presentation of material hitherto found in rather sca- 
tered form. That the book is designed as a teaching vehicle is evident in the 
pains that have been spent upon orderly development of ideas. Use is made of 
the technique of setting up a mathematical model and subsequently relating 
the model to actual experience situations, The mathematics burden is some. 
what heavier in this second volume than in the first and the practice is {d- 
lowed of inserting mathematical appendices to chapters where they seem to ke 
desirable. Extensive appendix material is included covering basic needs. 

Briefly, the second volume covers the following topics: (a) generalized sys 
tems of frequency curves, (b) the theory of random sampling, particularly from 
normal populations both discrete and continuous, (c) advanced sampling prob- 
lems covering problems of discrete manifold populations, sampling fluctuation: 
in regression statistics, analysis of variance and problems of non-normality. It 
will be disappointing to the general student that the authors give relatively 
little attention to the technique of the analysis variance. Though this approaci 
is covered, ramifications are not developed, nor are there many practical il 
lustrations of its use. 

This relatively slight treatment of analysis of variance and the meager 
mention of the problem of design of experiment give something of a clue 
to the character of the book under review. It is not a practitioner’s book it 
the sense, for example, that Snedecor’s book is. Illustrative examples for the 
most part are the familiar problems of age or grades of college students, or the 
more or less classic problem of the life of electric light bulbs. The approach 
is theoretical and attention is paid to the systematic development of the theor} 
rather than to the exploration of solutions to practical research problems. Yet 
it must not be thought that Smith and Duncan have failed to provide # 
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excellent book. They have without question given us a usable textbook for 
the orderly development of the theory of sampling. The student who goes 
through a course using this text will have firm grounding and much of the 
background necessary for the understanding of current sampling procedures, 
at least so far as they rest on random sampling; but for modifications of these 
procedures or for the practical background of research work, the student must 
expect to look elsewhere. 

To return to the thought expressed in the opening paragraphs, training in 
statistics must be focused in the light of purpose. If this reviewer is correct in 
believing that the basic curricular purpose behind most elementary statistics 
instruction today is not a desire to develop a knowledge of statistical meth- 
odology but to develop skills in the imaginative use of figures, then no textbook 
is satisfactory which concentrates solely on the ramifications of technique. 
But where the intent is to provide instruction for the purpose of training a 
man in research procedures based on statistical techniques, an entirely different 
type of textbook is called for. In such a program of instruction the Smith 
and Duncan book might well find a place, 

CHARLES A. BLISS 

Harvard University 


Business Cycles and Fluctuations 


Prosperity, We Can Have It If We Want It. By Murray SHIELDs and DONALD 
Woopwarp. (New York: McGraw-Hill, 1945. Pp. vii, 190. $2.00.) 


The general argument of this book is that prosperity, “which almost every- 
one will grant is essential’? (p. 110), does not mean full employment or high 
national income (p. 111), but “profitable and expanding business” (p. 113). 
To get it and keep it, we must “go back to the common-sense mechanics 
of economic progress” (p. 118). We must let interest rates rise to encourage 
savings, reduce taxes on corporate and personal incomes to encourage invest- 
ment, remove restrictions on security market operations, cut public expendi- 
tures to the bone, reduce the national debt over the cycle as a whole, recognize 
the superior efficiency of big business, abolish limitations on provision for 
depreciation, obsolescence and reserves, remove controls of production, con- 
sumption and prices, allow rents to rise, avoid credit-fed booms, have a bal- 
anced foreign trade. 

The support of this argument consists of an admixture of truth with 
sweeping statements having no analytical or empirical support, misrepresenta- 
tions, and factual or analytical errors. It is flatly declared, for example, that 
‘reedom has been attained only “in the greatest Grecian age” and in the 19th 
century “in parts of the so-called Western World” (p. 17); that the United 
States has given its people a “fairer deal” than any country on earth (p. 64) ; 
that government charity (public works) involves a loss of political freedom 
(p. 100); that the “miracle” of war production in the United States was in 
no way due to government or to labor, but was due to business management 
in corporations, financial institutions and on farms (pp. 119-20). 
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In other cases, a little analytical support for the argument is provided, by 
it is very often wrong. For example, deficit-finance is opposed because jt 
means “high taxes for all” (pp. 16, 81). The authors do not discuss the argy. 
ments on this point of Lerner, Domar, et al.—in fact, they do not mention any 
literature specifically. Surely it has been made clear enough by now tha 
deficit-finance means higher taxes only under certain conditions, and tha 
these conditions would usually be such that no deficit-finance is required: 
and that under no conditions must deficits lead inevitably to higher taxes for 
everyone. Similarly, the authors argue that low interest rates result in jp. 
flation (p. 31), that saving in the United States has been made “dangerously 
unattractive” by low interest rates and high taxes, and that the Unites 
States has too little “savings and capital formation” (pp. 57, 80). Through. 
out, there is an implication that there is a natural tendency for all income 
that people and firms want to save to be invested, at any level of income—that 
is, that there is a natural tendency toward full employment equilibrium. Cay 
the whole Keynes-Hansen literature be summarily dismissed in this manner? 

It is even stated that the money which “public spenders” previously 
planned to spend to maintain full employment has “already been spent’ 
(authors’ italics) for the war (p. 99). This statement is, perhaps, hardly an 
analytical error. It is of a piece with “passing the cost of war to future 
generations through borrowing.” One might as well argue that because the 
nation spent a lot for consumption in the 1920’s, it cannot spend more in the 
1940’s, 

The authors conclude that the solution to unemployment is private invest 
ment (p. 154). If any single point has emerged from recent discussion oj 
income and employment, it is that the solution to unemployment is spending 
—for public investment, public consumption, private investment and private 
consumption. Private investment has no special advantage for creating em- 
ployment, and as Kalecki and others have shown, it has one major disad- 
vantage: every time private investment is stimulated by any means other than 
an increase in the marginal efficiency of capital, there is a tendency for the 
rate of profit to fall. Trust or insurance companies, it is true, may beneit 
less from a high level of consumer spending than from a high level of saving 
and private investment. 

In cases where empirical evidence is adduced to support the authors’ argu- 
ments, the conclusion is sometimes far from clear. They argue, for example, 
that deficit-financed government spending in the 1930’s did not stimulate 
spending, but rather frightened it off (pp. 98-99). In fact, national income rose 
about three times as much as national debt in 1933-37, and the authors’ state 
ment cannot be supported empirically. The authors also state that in the past 
we have had “prosperity interrupted infrequently by brief periods of adjust 
ment” (p. 112). Even with the authors’ definition of prosperity, the statement 
is doubtful. If prosperity is “full employment,” and surely to most people it is 
then the statement is patently false. Over the whole century 1825-1929, ful 
employment was a rarity. 

While no specific literature is cited, there is a tendency here and there 
to misrepresent well-known arguments of other economists. According to the 
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authors, the statement is sometimes made that the public debt is not im- 
portant (p. 12). Some readers may be inclined to think of Hansen and others 
in connection with this statement. In fact, however, no economist ever said 
that the public debt was unimportant ; they have only said that a public debt 
is not a crushing burden, that it does not mean national bankruptcy, and so 
forth, Again, the authors claim that the “mature economy” thesis says that the 
economy already has all the buildings, roads, equipment, and housing that 
it needs (p. 56). A statement more completely in contradiction with what 
Hansen and others have said could hardly be imagined. 

Similarly, the book states that taxes take income from those who earn it and 
give it to others; and that government service is the one item of compulsory 
consumption (p. 53). The nuances here are quite unjustified, implying as 
they do that people deriving income from government expenditure do not earn 
it, that all other income és earned, and that the people have no control over 
government outlays. The argument that income should be redistributed to 
raise the propensity to consume, according to the authors, “really means that 
the government should kick in the teeth anyone who had learned to do a good 
job and anyone who had acquired enough wealth for others to use” (p. 85). As 
Lerner has made clear, redistributing income need not mean taking income 
away from anyone; it means only that increases in income must be reserved 
mainly for those in the lower brackets. In any case, the implication that every- 
one deserves whatever income he has is quite unjustified. The statement that 
“government charity” (public works) means loss of political freedom (p. 100) 
should have been supported; or, it should be added that pressure by em- 
ployers on the political activity of their employees is not unknown. To a 
Canadian (and no doubt to an Englishman or an Australian) the remark that 
the present rate of personal income tax progression in the United States is 
“plainly dishonest” (p. 150) sounds a little strange, since the effective Ameri- 
can rates are very much lower in the middle brackets, and somewhat lower 
even in the top brackets, than the Australian, Canadian, and British, and 
no substantial relief is expected in Australia, Britain, or Canada for some 
time to come. 

In short, the book is less a solid piece of economic analysis than a po- 
litical pamphlet, apparently designed to help restore to big business the 
power, prestige, and profits it enjoyed in the 1920’s. The book takes on an 
importance disproportionate to the weight of its arguments, however, because 
Messrs. Shields and Woodward, respectively Economist to the Irving Trust 
Co, and Research Assistant to the President of the Mutual Life insurance 
Co., not only proclaim their status as professional economists to lend au- 
thority to their views, but label all those who disagree with them amateurs, 
incompetents, ignoramuses, malcontents, and—significantly—do-gooders. It 
seems safe to guess that the dissenting group thus described will contain the 
bulk of professional economists, 


: Since this sentence was written, all four countries have reduced their income tax rates. 
The flat rate reductions of 10, 12 and 16 per cent in the United Kingdom, Australia and 
Canada are somewhat more generous to taxpayers in the very high income brackets than 
the American reduction. 
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As the authors themselves point out, “The trouble with economic panaceas 
is that they can be made to have some degree of plausibility” (p. 69). The 
statement is as true of their own “back to the good old twenties” formula 
as it is of the prosperity formulas they attack. The layman cannot be 
expected to discern for himself that books such as this one are not really 
economics. Indeed, the book will certainly be well received by many readers 
who want to believe what it says, and who will be only too happy to 
characterize dissenters in the authors’ terms. Vigorous controversy on the 
margins of economic science is highly desirable; interpretations of imperfect 
factual data are bound to differ; as people, economists will attach different 
weights to subsidiary and non-economic objectives of economic policy; but 
if the public is to be allowed in for such debates, the exact nature and extent 
of the disagreement should be made clear. Books such as this one will serve 
only to revive the legend that “economists never agree,” and to destroy public 
confidence both in economics and in economists. Such a result cannot be 
dismissed lightly. Lack of public confidence in economists leads to bad 
economic policy, and bad economic policy can lead anywhere—depression, 
revolution, war. 

According to the Preface, this book was written on the train between New 
York and Washington—mostly, one suspects, on the way back from the 
crowded hubbub of Washington offices to the dignified quiet of Wall Street. 
Here is part of the trouble. Too many books on economics are being written 
on trains, in hospitals, at government or business desks between conferences, 
in subsidized research institutions. Far too few are the result of long, leisurely 
and truly independent research. Economic thought will no doubt be greatly 
enriched through the experience gained by economists in business, finance, 
government, trade union organizations, and so forth in the last fifteen years; 
but it is high time for a fair number of economists to go back to their ivory 
towers. 

BENJAMIN HIGGINS 


McGill University 


Public Finance; Fiscal Policy; Taxation 


The Taxation of Corporate Income. By CuartEs JoHN Gaa. (Urbana: 
Univ. of Illinois Press. 1944, Pp. x, 285. $4.00.) 


This book consists of a long series of short comments on the problems and 
procedures of federal income taxation under the following chapter titles: 
Accounting and Taxation (7 pp.); What Income Is (14 pp.); Periodicity 
(25 pp.); Income Realizatio : (12 pp.); Non-Recurring Items (57 pp.); The 
Accounting Entity (24 pp.); Gross Income Items (9 pp.) ; Deduction Items 
(36 pp.); Amortization (18 pp.) ; Cost of Goods Sold—Inventories (10 pp.); 
An Income Concept (11 pp.). 

There are no highlights, and the organization is not effective. The treatmen! 
is largely historical, with a minimum of analysis and constructive suggestion. 
Although the book is dated 1944, it contains no mention of any of the de 
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velopments of the last five years, Perhaps the picture of the confused state 
of accounting theory (pp. 18-19) would be a little less gloomy if consideration 
were given to recent developments, including the 25 research bulletins issued 
hy the Committee on Accounting Procedure of the American Institute of 
Accountants. Notwithstanding the title, much material is included (e.g., the 
discussion of traveling expenses on pp. 152-53) which has no significant 
bearing on corporate income taxation. On the other hand it hardly seems 
reasonable to omit or minimize such important subjects as consolidated 
returns, excess-profits taxes, and the experiment with the undistributed- 
profits tax in a study of the taxation of corporate income. The style is 
scrappy (a great many of the paragraphs running only two to four lines). 
There are 1409 footnotes (which should be a world’s record) occupying 55 
pages following the discussion. None of the references, apparently, are to 
materials issued later than 1939. Among significant books not referred to is 
Gilman’s Accounting Concepts of Profit (1939). Many of the subheads deal 
with unimportant topics and it is confusing to find no subheads in the text 
of Chapter I although nine are listed in the table of contents. 

Dr. Gaa does well to indicate that “accrual accounting” means a process 
of “matching” incomes and expenses in terms of periods and is properly critical 
of the failure of the Treasury to recognize the application of this basis ade- 
quately, particularly with respect to prepayments by customers and estimated 
costs applicable to current revenues that will be literally incurred in later 
years. In the light of some of the amazing decisions of recent years he could 
be still more critical. Things have come to a pretty pass when the Tax Court 
takes the position that funds deposited by customers in advance of the 
furnishing of goods and services by the vendor are realized income when 
received. The plain fact is that such collections give rise to definite liabilities 
to customers, and no income whatever is involved under any theory of match- 
ing or accruing. The decision of the Court in South Tacoma Motor Co. v. 
Commissioner (3 TC 51) has no adequate legal. basis and not a vestige of 
support from an accounting standpoint. We are all guilty, however, of using 
misleading terms in this connection. Thus we should not refer to taxpayers 
who “sold service contracts to customers” to describe collection of advances 
and the issue of receipts therefor in the form of strips of tickets or coupon 
books. 

The author’s suggestions that “‘distributions of income made to any equity 
can be considered in the nature of expenses for the use of capital” and 
that “to the extent that . . . short-term contributors, or others, are financing 
the corporation without a return for their services, the dividends or interest 
received by the corporation may be said to be inflows, similar to gifts, not 
matchable with outflows” are interesting but not very convincing from the 
standpoint of corporate accounting. The discussion of “reserves” (beginning on 
p. 31) is inadequate, particularly with respect to classification and explana- 
tion of accounting significance of amounts credited to reserves. There is no 
discussion of the special problem of reserves for war losses and reconversion 
costs. 


The author adopts a broad concept of income for tax purposes, and thus 
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recommends that gifts be treated as income (p. 83) and that the “entire 
structure of capital gains and losses . . . be eliminated” (p. 91). (Query: 
if gifts are income why cannot proceeds of bequests be similarly treated?) 
He recommends exclusion of “unrealized appreciation” and “unrealized valye 
shrinkages” on the ground that they “cannot be measured currently for ex. 
pedient use” and not on the score of “mere conservatism” or lack of it (p, 97), 
With respect to the question of “gains or losses upon the acquisition or dis. 
posal of reacquired shares,” he points out that accountants generally hold 
“that transactions in a corporation’s own shares do not give rise to income” 
(p. 120), but offers no clear-cut criticism of the Treasury’s fallacious position 
and does not even refer to the analysis presented by Hord* some years ago, 
which exposes the basic weakness in this position. 

The discussion of revenue realization for tax purposes is poorly organized, 
The author does not seem to recognize that the “installment method” (pp. 
53-54) is simply a special case of the “cash basis” (p. 56). There is no 
thoroughgoing consideration of the interesting philosophy underlying the 
LIFO procedure for computing cost of sales and inventories—a philosophy 
which considers income to be effectively realized only when there is an excess 
from the proceeds of a sale above the amount required to renew all the cost 
factors consumed in making the sale. No mention is made of the special 
problems of accruing income under CPFF contracts and in other connections 
under war conditions. 

In commenting on “losses on the abandonment of assets” (pp. 103-05), 
the author makes no reference to the problem of writing off plants in foreign 
countries or the treatment of subsequent recoveries on such properties. A 
special chapter is devoted to amortization (including depreciation) but there 
is no mention of amortization of war facilities, and the important and con- 
troversial subject of amortization of intangibles is dismissed with a few lines. 

This book does not include any major proposals for simplification of the 
tax structure or basic modifications designed to bring about greater equity 
in the application of income and profits taxes. There is, however, an oc- 
casional comment having some bearing on these questions. For example, on 
page 127 (in connection with an inconclusive discussion of stock dividends) 
the author suggests: “Much simplification and more justice under the income 
tax law probably would result if the corporation entity were overlooked 
for tax purposes, as is done with partnerships, and the income were taxed 
directly to the shareholders as it arose.” With the coverage apparently 
limited to the period prior to 1940, there are no references to the programs 
for tax reform included in recent publications (for example, Production, Jobs 
and Taxes by Harold M. Groves). In the concluding chapter, however, Dr. 
Gaa adds his voice to those who have long advocated creation of a non- 
partisan, scientific committee or commission to study the tax situation 
systematically and formulate a long-range program of revision. 

W. A. Paton 


University of Michigan 


* Accounting Review, Vol. 14 (Sept., 1939), pp. 272-85. 
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The Corporation Franchise Tax as a Basis of Taxation. By RicHarp W. 
LinDHOLM. (Austin: Univ. of Texas Press. 1944. Pp. xviii, 276. $4.50.) 


The taxation of corporations is one of the most controversial issues in 
the whole field of taxation. Since the initial impact of these taxes is di- 
rectly on business, the possibility of their being repressive is very real, and 
the many opportunities for shifting leave the final incidence uncertain. 
Yielding, as they do, approximately 40 per cent of all federal tax revenues 
today, and equivalent amounts in some state tax systems, they are too 
important either to be relinquished or ignored. Yet there is no agreement 
as to the best form of corporate taxation, and most of the “justifications” 
for such taxes are based on shifting sands. Consequently, any new light 
that can be obtained on this important subject is to be welcomed. 

Dr. Lindholm has limited his study te general rather than special franchise 
taxes, but as he has defined the field this covers annual taxes on both 
property and income as well as organization taxes, and applies to federal 
levies equally with state levies. 

The book gives a brief account of the development of the corporation, 
going back to ancient times. It emphasizes the close relationship of the 
growth of corporate powers with government financing. In England, par- 
ticularly, it is noted that corporate privileges were sold for the benefit of 
the national treasury throughout the seventeenth and eighteenth centuries. 
In the discussion of American corporate taxes the author emphasizes the 
tendency of legislators to take advantage of the opportunity to obtain 
revenues in exchange for corporate privileges, and minimizes the explanation 
that special corporate taxes were attempts merely to levy the equivalent of 
the general property tax when intangibles were found to be evading the gen- 
eral levy (pp. 61-62). 

The historical development is followed by an analysis of the legal and 
economic bases of corporate taxes. Toward the end of the volume the present 
status of corporation taxation in the United States and foreign countries is 
summarized. 

The discussion of economic bases is perhaps the least satisfactory part 
of the study. The author discounts the criticism of those who would apply 
the test of taxpaying ability on the ground that the revenues from these 
taxes may well be spent for the benefit of the poorer group of stockholders. 
His contention “that the fact that the government is collecting additional 
taxes very nearly presupposes additional expenditures” (p. 105) seems highly 
questionable in view of the fact that there is a choice of tax sources even 
today, and that deficit financing is an accepted alternative. Moreover, there 
is no reason to believe that small stockholders as a class benefit from govern- 
ment expenditures, as he implies, more than others. 

In his discussion of the problem of reaching all corporate income without 
double taxation of the distributed portion, he makes no mention of the im- 
portant report of the Committee of the National Tax Association on Federal 
Taxation of Corporations, 1939, although he discusses the reports of earlier 
National Tax Association committees at some length. Incidentally, the re- 
Port in question is in many respects at variance with the author’s conclusions. 
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He dismisses the taxation of undistributed income to the stockholders on 
poorly supported grounds. The contention that the difficulties of administra. 
tion are all but insurmountable (p. 111) is not so widely accepted that jt 
can go without argument. And the statement that such taxation would favor 
the rich corporations “which are already distributing practically their fy) 
net income” (p. 111) is not borne out by any data known to the reviewer. 

The book leaves something to be desired in the matter of accuracy, To’ 
mention a few instances, some of the footnote references (€.g., on p. 25) 
are incorrect. The table of percentages of state revenues from franchise taxes 
(p. 195) has several errors. These errors are found in the source table, but 
a little thought might have led the author to question at least the figure of 
3.88 per cent for Delaware corporation taxes. The correct figure is 38.8 
per cent. And the author has taken a good many liberties with some of the 
quotations, notably that from the Encyclopedia Britannica (p, 37). 

The author’s conclusion, toward which the discussion throughout the 
study has been consistently pointed, is that the principal—and adequate— 
justification for corporation taxation is monopoly control (p. 244). Con- 
sequently, he suggests that small and large corporations should be taxed g 
according to different principles,.,He proposes two types of franchise—one § 
for small and medium-sized corporations and one for large (p. 246). The. 
former group would be taxed under the partnership method; the latter would ‘ 
be subjected to an apparently more steeply progressive income tax than - 
that now in force. The reviewer is left with the impression that the dis- 
cussion leading to this proposal has been somewhat weighted in its favor. 
However, complete objectivity is not to be found in the best tax studies 
and the proposal does point up an important consideration in the thorny 
problem of corporate taxation. This and the summaries of corporate tax history 
and practice make the book a useful contribution to ‘his field of study. 

MABEL NEWCOMER 


Vassar College 


International Trade, Finance and Economic Policy 


British Finance, 1930-1940. By WALTER A. Morton. (Madison: Univ. of 
Wisconsin Press. 1943. Pp. xii, 356.) 

The spring of 1943 was too early to begin to appraise British financial 
policy during the war, and Professor Morton wisely did not attempt the 
task that would necessarily have been left uncompleted. Only rarely he 
touches on the events of 1940, and on one such occasion he refers to the 
dramatic statement by the late Ambassador to the United States, Lord 
Lothian, that Britain was nearly at the end of its cash resources in December, 
1940. Professor Morton adds that the cash resources were then 3 billion 
dollars. The authority for this estimate is not given and it would seem to be 
too high, since we know from one of Sir John Anderson’s last pronouncements 
as Chancellor of the Exchequer that in March, 1941, when Lend-Lease begat, 
the British net cash balance was reduced to a single digit in millions 0! 
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sterling. Spending in the United States on the sinews of war had proceeded 
at such a rate that Britain was indeed “broke.” 

In the main, however, the book deals with British finance in the world 
gtting during the most chaotic and controversial decade of the inter-war 
years. The scope of “finance” has been generously interpreted, and some- 
times the author goes pretty far afield in his search for broad and deep 
causes, political and psychological as well as economic, of the events under 
examination. This gives the book a digressive character, and in fact it can 
be dipped into at random with almost as much reward as that obtained from 
consecutive reading. This is not necessarily a defect, but, as the author 
recogniges, the very breadth of his treatment makes it impossible to deal 
exhaustively with any one topic. 

The structure of the book is such that the framework of thought does 
not stand out clearly. The average reader wil! sometimes experience an 
exasperating feeling of irrelevance and even prolixity, mure so than is really 
justified, The first of three Parts examines the British financial crisis of 
1931, the measures adopted to deal with it, and the alternative proposals 
that were rejected. Quite rightly, some account was taken in Part I of 
events and policies abroad, and this reéxamination of the problems of 1931 
is of current interest. It reveals the difficulties, or as some would say the 
weaknesses, not only in.the gold standard but in any international monetary 
system. Professor Morton believes that the alternatives to going off gold, 
namely, the mobilization of British foreign investments, or the pursuit of 
a vicious deflationary policy, were rightly rejected. He does not say so, 
but his ewn analysis would seem to support the view that more could have 
been done in an effort to avoid the breakdown of the gold standard only 
ii there had been more international organization. (See page 54, note 6.) 
lf this is true, the moral for the Bretton Woods Agreements is clear. But 
Professor Morton refuses to moralize about the virtues or vices of the gold 
standard. In his view, what we want from the international monetary 
system is an orderly method of restoring equilibrium with a minimum of 
suffering all round, and Professor Morton does not believe that zero losses 
for external creditors of one kind is a perfect solution, although this is the 
view of those who believe that national honor demands the maintenance 
of the gold standard at all costs in the face of glaring disequilibrium. 

Part II of the book is called “International Finance,” but it is really an 
examination of events subsequent to 1931, for the most part topically rather 
than chronologically. The thread of argument regarding British financial 
policy is not easy to find in this Part. It is possible that the reader would 
have been more skillfully guided if Part III on Domestic Finance had come 
first and if the policies there under review had then been more deliberately 
integrated in the international picture. But the task is enormous, and jt 
would be churlish to criticize Professor Morton for choosing his own method 
of exposition. 

The following are among Professor Morton’s main conclusions from his 
examination of the pre-war decade: (1) Britain’s “going off gold” was not 
a deliberate act of policy nor was it a stroke of genius that played an important 
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part in British recovery. In fact, experience elsewhere in the world indicates 
that contemporary opinion overestimated the importance of exchange de. 
preciation and gold devaluation as economic stimulants. (2) British re. 
covery up to 1937 was the result largely of “natural forces” and cheap 
money, although Professor Morton considers the latter to have been a 
small and doubtful factor. By “natural forces,” Professor Morton seems 
to mean the absence of direct action by the government to promote recovery 
and especially action that involves deficit financing. After 1937, however, 
rearmament began to dominate the scene, and government spending assumed a 
prominent place. (3) Professor Morton rejects the “mature economy” theory 
as the basis of the claim that government should be responsible for the 
volume of investment. In his view, that theory belongs to the guesses of 
the philosophy of history rather than to the generalizations of science, He 
agrees that government should accept some responsibility for the volume 
of employment but argues that action should be cautious, based on trial 
and error within a “mixed” system of mainly private enterprise, with the 
government admixture designed to be noncompetitive with private enter- 
prise, rather than daring and sweeping on the assumption that private 
enterprise cannot do the job. Even if private enterprise “after a period of 
trial, fails to respond adequately” Professor Morton, while admitting the 
inevitability of the extension of government influence, would still prefer 
the process of trial and error to grandiose planning based on a highly 
questionable prognosis of future development. 
REDVERS OPIE 
Washington, D.C, 


Model Bilateral Conventions for the Prevention of International Double 
Taxation and Fiscal Evasion. (Geneva: League of Nations. 1945. Pp. 85. 
$1.00.) 

This book is a report of the Second Regional Conference of the Fiscal 
Committee of the League of Nations, held in Mexico in 1943. The conference 
included representatives from Canada, the United States, Mexico, and 
eight of the South American countries. The report presents three model 
bilateral conventions, pertaining respectively to the income tax, successions 
tax, and reciprocal administrative assistance for the assessment and col- 
lection of direct taxes. These conventions are explained and discussed. 

The conference was only one link in a chain of activities seeking to 
establish international fiscal coéperation, The Mexico meeting had before 
it the work of a previous conference in Mexico in 1940, and this in tum 
was preceded by the work of the General Meeting of Government Experts 
on Double Taxation and Fiscal Evasion, which was organized by the League 
of Nations in 1928. Several meetings of the Fiscal Committee worked on 
the subject from 1930 to 1939, and numerous bilateral conventions wert 
concluded in the prewar period. 

The income tax convention proposed at the Mexico conference included 
among its major recommendations the following: In general, income may 
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be taxed by a country when it results from property or activities located 
therein. In the case of personal services, a resident of Country A becomes 
taxable in Country B on his earnings there if he stays in B more than 183 
days during the taxing year. In the case of business earnings, a corporation 
domiciled in Country A is taxable in Country B if the company maintains 
a “permanent establishment” of a “productive character” in Country B. 
Mere sales to, or purchases from, customers in B will not render the A 
company taxable, and it may even maintain a purchasing establishment in B 
without becoming liable to its taxes. Apportionment of earnings between 
home and foreign branches is to be by “separate accounting,” and this is 
said to conform to “the usual practice among concerns engaged in inter- 
national business.” Provision is made for other apportionment procedure 
similar to that applied by the American states) for firms that do not use 
separate accounting. 

Income from capital invested in Country B by the residents of Country 
A (such as dividends and interest) is also taxable in Country B. Country A 
may apply its income tax to all of the income of its resident taxpayers, 
wherever earned, but it must credit against these taxes the sums paid by 
these taxpayers to Country B. “This deduction is, however, limited to an 
amount which bears the same proportion to the tax which would have been 
due in the country of the taxpayer’s residence or ‘fiscal domicile’ on his 


income.” These provisions ensure the domiciliary country the opportunity 
of applying a progressive scale to a full measuré of the taxpayer’s income 


and of applying the same relative burden to taxpayers whether or not 
part of their income is from foreign sources. Moreover, neither country is 
allowed to discriminate against foreign investors or businesses as compared 
with domestic ores. 

The rules recommended for the avoidance of double taxation of successions 
are similar to those offered for the income tax field. Apparently even stocks 
owned by deceased residents of Country A are taxable in Country B if 
they represent corporate property in B. At least this is the case where the 
stocks are kept in B and title to the property passes under its laws. This 
is a controversial point, however, and the convention deals with it rather 
ambiguously, 

Finally, a convention is offered to establish procedure for the exchange 
of information and for the codperation of administrators in levying and 
collecting taxes from taxpayers in whom the countries have a mutual interest. 

such work as that of the Mexico conference can be applauded as inter- 
national codperation at its best; it is far more important that there be 
agreement on international tax relations than that it be perfect in all details. 
Among the salutary results of such agreement is the assurance to capital- 
importing countries that their tax bases will not be depleted by outside 
economic penetration, and at the same time, the assurance to capital-exporting 
countries that their investors abroad will not be subject to arbitrary 
discriminatory or double taxation (and, hence, unfair competition). Un- 
certainties are the great impediment to the flow of capital across boundary 
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lines. The Bretton Woods proposals attacked some of these uncertainties: 


similar efforts in the field of taxation are a necessary supplement. 0 
International efforts to alleviate double taxation may also be useful in in 
stimulating the American states to do something about the deplorabie 

multiple taxation of interstate business and investment. That there is likely al 
to be more real codperative intercourse between the United States and ar 
Canada than between Michigan and Ohio is strange but true. Here js a m 
problem which cries out for attention by administrators’ organizations and by ac 
the Bureau of Internal Revenue at Washington. There are many important ne 
differences between international and interstate multiple taxation, but the ur 
latter should be at least as solvable as the former. th 
To be sure, considerable thought and some literature have been devoted to an 
the domestic multiple taxation problem. Some years ago Professor A, L. th 
Harding, in his Double Taxation of Property and Income, one of the Harvard an 
Studies in Conflict of Laws, worked out certain principles for dividing tax to 
bases among jurisdictions. The main criterion selected was that of “economic chi 
integration,” the degree to which property and income enter the productive | 
activities of the contesting states. This principle is quite consistently applied sul 
in the conventions proposed at the Mexico Conference. Professor Harding's val 
conclusions were roundly criticized as inimical to the application of graduated em 
rates and inconsistent with the logic of a personal levy. But the proposed con- do 
ventions meet these objections successfully. Moreover, income is too important zat 
a tax base to be limited to a personal levy. However, here again it may be hal 
said that action against double taxation is far more important than the kind a 
of action, The Mexico Conference has convincingly demonstrated that the evil unf 
of multiple taxation is far from invincible. pla 
Haroip M. Groves and 

University of Wisconsin the 

In 
situ 
Industrial Organization; Price and Production Policies; whe 
Business Methods 

DIC 
Industrial Organization and Management. By LAWRENCE L. BETHEL, FRANK- Bec 
tin S. ATWATER, GeorcE H. E. Smitu, and Harvey A. STACKMAN, Jk vag 
(New York: McGraw-Hill. 1945. Pp. xii, 798. $4.50.) cipl 
Few texts in industrial organization and management achieve a well- er 
balanced exposition between general principles of management and the 
details of actual business practice. They either adopt the “handbook” type om 
of presentation where descriptions of operating details and applications o! a 
techniques prevail, or they become general summaries of the economic and ‘ P 
of r 


engineering principles used by management and largely ignore problems 
of application. In general appraisal, this book attains such a balance 0! with 
exposition. This achievement is more praiseworthy in view of the fact that 


texts prepared by several authors, and even more so, by authors who are pra 
actual practitioners in the various fields under discussion, are generally “a 


characterized by a consideration of the trees more than the forest. For the 
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most part, these authors do not become absorbed in the details and techniques 
of practice in their several specialized fields but present the picture of an 
industrial firm as a codrdinated and integrated economic unit. 

Another commendable feature is the excellent documentation from current 
and extensive sources. Government materials, current economic, engineering 
and business periodicals, and monographs and reports of business and 
management associations and research agencies have been used to good 
advantage. The analysis has been kept timely by the inclusion of many 
new applications of principles and extensions of techniques which occurred 
under the pressure of wartime demands for peak production. By recognizing 
the ascension in importance of the codrdinative functions of management 
and the almost universal trait of executives to consider the problems of 
their particular firms as unique instead of realizing that there are general 
and fundamental principles of management which can be effectively applied 
to their specific situations, the authors indicate insight into two prevailing 
characteristics of modern industrial management. 

There is no one best pattern for arranging the various divisions of the 
subject of industrial management as long as the interrelationships of the 
various functioning departments of a firm are stressed. Arrangement and 
emphasis should be determined by the objectives to be served, However, it 
does not seem that the objectives of a general textbook in industrial organi- 
zation and management are satisfactorily served where approximately one- 
half of the book is concerned with production and personnel management with 
a consequent slighting of other equally important managerial tasks. It is 
unfortunate that such essential topics as organization management and 
planning, purchasing, the economics of equipment, and sales management 
and price policy are either superficially treated or omitted. Presumably on 
the assumption that the value of instruction in industrial management lies 
in developing ability to apply general principles to practical industrial 
situations, the authors have followed the traditional method of presentation 
wherein case materials are used to illustrate the management principles 
developed in the text and also to give the student some rehearsals in ap- 
plications, There is a traditional difficulty which accompanies this method. 
Because of the limitations of space, the case problems are invariably weak, 
vague and misleading in their attempts to illustrate the applications of prin- 
ciples. This difficulty is apparent with many of the cases appended to these 
chapters. 

The first six chapters provide a general survey of the development and 
present nature of industrial enterprises in the American economy. They in- 
clude not only the pattern of historical development, but also a discussion 
of the ownership and operation arrangements prevailing currently. Emphasis 
is placed upon the structure of the industrial economy and the framework 
of relationships between management, ownership, finance and government 
within which firms operate. These introductory materials are better organized 
and presented than those found in most books on industrial management. 
Ownership and creditor rights and equities deriving from venture and loan 
capital investment processes and various ownership arrangements are generally 
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but adequately set forth without conveying the impression that the author: 
have undertaken to provide a short course in business finance. 

A more effective presentation might be obtained by considering industria) 
risks and forecasting prior to basic industrial ownership and operation stryc. 
tures. With this sequence, ownership and operating structures could be 
more immediately related to financing the enterprise. Chapters on the ele. 
ments of administration and organization in industrial management texts 
are often confusing and incomplete. There is a lack of precise definition 
and uniform usage of terms; even the term “organization” itself is commonly 
used with several different meanings in any single discourse on this topic. 
The various types of organization structures are concisely described in this 
book, but there is not sufficient analysis of the evolution and purposes oj 
these structures to convey any real understanding of them. Methods oj 
departmentation, types of departments, distinctions between control, ad- 
visory and service staff functions, and the need for organization management 
and planning, are typical of the shortcomings. Even in the final chapter 
where the authors pay particular attention to codrdination of the enterprise, 
organization, as the principal device by which codrdination is achieved 
and control is maintained, receives only cursory attention. 

Product development is logically presented beginning with market accept- 
ance and proceeding through research, the basic sales and manufacturing 
decisions required about new products, product engineering and decisions 
relating to product simplification, diversification, and standardization. The 
management of physical facilities including plant location, layout, buildings, 
and the selection and installation of equipment are briefly covered in one 
weak chapter. The most serious omission is that of the economics of equip- 
ment. The economic aspects of the general problem of equipment selection, 
use, and replacement, are certainly equal in importance to the factors of 
arrangement and production flow in factory operations. However, with the 
exception of a general statement on the problem of obsolescence, in the chapter 
on methods analysis, these factors are ignored. Surely in an economic 
atmosphere of less than full employment with stagnation theories predicated, 
among other causes, upon the existence of a great fixed capital implementa- 
tion, the problems of the management of fixed capital investment in equipment 
would seem to be important, and should become especially significant to 
industrial firms emerging from the war with greatly expanded equipment. 

The major portion of the book is concerned with the “Operation of the 
Industrial Enterprise” (Section III) which includes manufacturing the 
product, industrial relations, selling the product, and controlling the office 
and financial operations. Manufacturing operations are viewed in the sequence 
of planning production, controlling materials, controlling the quantity and 
quality of output, and methods and work analysis, Much of the confusion 
which usually persists between planning and controlling production is elimi- 
nated here through careful definition of terms and by a consideration of 
the planning phase for semi-serialized manufacture as well as for the two 
extremes of completely serialized and job-order production. The objective 
of planning for serialized production is a “balanced production line”; semi- 
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grialized manufacture seeks “balanced schedules”; and job-order production 
plans for “balanced machine loads” (p. 242). 

Comprehensive materials control includes the four phases of purchasing, 
external transportation, inventory control and internal materials handling. 
How to succeed as a purchasing agent is summarized in a series of “construc- 
tive purchasing policies” (p. 255), wherein purchasing agents are advised, 
among other things, that “acceptance of personal gifts and favors from 
vendors, particularly Christmas gifts, world series or prize fight tickets, and 
free dinners and entertainment, is a rather controversial issue” (p. 256). 
Readers are even asked to contemplate the case of the purchasing agent 
whose vendors give him a quart of whiskey, one necktie, ten calendars, two 
memo pads, one paperweight, one box of candied fruit and one dozen golf 
balls for Christmas, and to decide which gifts he should accept and why 
p, 311). Fortunately these aphorisms on purchasing are followed by some 
down-to-earth descriptions of practices in shipping and receiving, inventory 
control and material handling, and one’s faith in the general proposition 
that executives accomplish more useful functions than deciding what to accept 

r Christmas is partially restored. 

"The two chapters on routing and scheduling and on dispatching are well 
written because the objectives and principles are kept foremost in the dis- 
cussion and just enough supplementary illustrative material is added. Pro- 
duction control “systems” must be designed for any given plant and will vary 
among plants in terms of such factors as the internal organization of the firm, 
evsrepanerene of the supervisory and operating personnel, the extent to 

hich production planning is performed and the inventory control system. 
These quantity phases of production control (viz., routing, scheduling, and 
dispatching) are followed by the quality phase. “Quality control” is used 
in its broad meaning to include not only final inspection but also techniques, 
like statistical quality control, to regulate the variables present during pro- 

ing. The short description of the Shewhart techniques views them in 
proper perspective and it is regrettable that a brief illustration of control 
charts is not included. Methods analysis and work simplification are 
appropriately related to production planning and control. Divorcing work 
simplification from time study and making the former a device important 
to operations and the latter to wage and salary administration are in accord- 
ance with modern practice. 

Industrial relations are viewed as including the three aspects of labor 
relations, personnel management, and public relations. Personnel manage- 
ment is discussed only from the restricted viewpoint of the employment office 
and considers the problems of developing a labor supply; selecting, testing 
and interviewing prospective employees; establishing employee records; 
merit rating; and turnover, absenteeism, and employment stabilization. 
Training programs for executive, supervisory and operative personnel receive 
a timely emphasis in the light of industrial experience during the war and 
the post-war competitive advantages to be gained by the organization which 

“training-minded.” Employee counseling which is primarily useful where 
pecial personnel problems (e.g., the employment of women in industrial 
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plants) exist, deserves more consideration than it receives since it may 
also be of value in dealing with the special problems incidental to the 
employment of returning veterans. 

As to labor relations, the major difficulties apparent in the joint relation; 
of labor and management are listed as problems of collective bargaining 
itself (wages, hours, etc.), problems regarding the codrdination of the many 
diverse programs of unions and management, and those which are concerned 
with the extension of government controls to protect the public interest. 
On the thesis that “The wage relationship is the very heart of sound labor 
relations” (p. 555), job evaluation and scientific wage and salary administra. 
tion are held to be indispensable management functions. Commendable 
features of this chapter are the definitions provided for many of the terms 
used in job evaluation (e.g., job rating, job analysis, etc.) and the way in 
which the authors outline the objectives and general procedures of job and 
merit rating without becoming hopelessly involved in the mass of detail and 
controversy which surrounds the various methods employed. 

Proceeding to time study and wage incentives, the authors suggest as 
prerequisites to the installation of a successful wage incentive plan: a sound 
wage policy; a wage structure developed from job evaluation and community 
surveys; standard conditions and methods for each operation; time studies 
as the basis for rate-setting; and an understandable translation of time studies 
into piece rates. After briefly outlining the characteristics of a few of the 
currently applied types of incentive plans, the conclusion is reached that 
the “Measurement of the effort put into work by the average employee and 
variations in the establishment of expected performance remain major weak- 
nesses. Possibly the severest handicap to overcome is the lack of confidence 
of employees in the integrity of complicated wage-payment systems. The 
greatest contribution may yet be found in the by-products of methods in- 
provement and the establishment of standard practices as prerequisite to 
establishing the time standard” (p. 618). 

The management of sales concentrates upon the functions of the sales 
department and its organization, and sales promotion. Sales department 
functions are classified as those having to do with sales planning, promotion, 
selling, inquiries and orders, and servicing. No mention is made of the 
determination of price policies or the réle of the sales manager in shaping 
pricing decisions. Control over distribution costs is made a matter of directing 
sales effort by market analysis and classification and enforcing the sales 
cost budget. From the point of view of industrial management it would have 
been more useful to emphasize the management of sales promotion rather 
than ettempt to cover the one aspect of advertising so extensively with a 
weak discussion of such broad matters as the economic and social aspects 0! 
advertising and advertising principles. The difficulties of codrdinating the ac 
tivities of a sales department and of a sales promotion department in a large 
industrial enterprise are shown clearly by the examples chosen. . 

Management of the general offices completes the discussion on operations 
and includes office, accounting, and budget control, and records and — 
Office management, controllership, and auditing functions, as well as suc 
specialized activities as those of the payroll, tax, and credit departments, 
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are outlined concisely prior to matters of cost and budget control. The 
section on cost control emphasizes the managerial objectives of organization 
for cost control and avoids preoccupation with the technical accounting 
aspects of expense distribution, standard costs, and similar problems even 
though these matters are fully discussed. The purposes of budgets are 
planning, control, and coérdination and these are achieved through the two 
phases of budget preparation and budget control. These phases, in turn, 
depend upon the coéperation and participation of all divisions of the firm, 
the element of flexibility (e.g., the variable budget) and the immediate 
availability at all times of data pertinent to the budget. While records provide 
basic information, reports are necessary to present and analyze this informa- 
tion and to recommend what action should be taken. The basic problems 
are what records should be kept and how to keep the record system flexible 
to meet changing demands for information, 

The final chapter emphasizes the need for internal and external codrdination 
in the enterprise. Internal codrdination involves unifying the activities of the 
various parts of the firm through “constant experimentation with all phases 
of company organization and operation” (p. 748), with profit maximization 
as the objective. External codrdination views the industrial firm as operating 
in its own little world, and in relation to an industrial world, a national 
world, a geographical world and a world of thought, ideas, and resources. 
The complicated network of relationships existing in this vast universe 
between the firm and many other “worlds” cannot be adequately described 
in a short review. Briefly, however, for each firm “limitless patterns of 
association are turned up from one moment to the next in kaleidoscopic 
fashion” (p. 751). Then in a crusading vein and extoling the virtues of 
a pioneering spirit, the authors list fourteen problems which management 
must face in the immediate future. They conclude with the exhortation to 
management “to go forth and meet the great human problems of the times” 
(p. 776). 

It is questionable whether the field of industrial organization and manage- 
iment has anything to gain from additional general textbooks, but it does, 
need a more sophisticated analysis of many of its problems. It needs more of 
the intensive inquiry and research into its various specialized aspects which 
the books by Dr. Robert Gordon’ and Professor Paul Holden? represent. 

WILLIAM K. SCHMELZLE 

University of California 

Berkeley 


Tin Under Control. By K. E. Knorr. (Stanford University, California: 
Stanford Univ., Food Research Inst. 1945. Pp. xi, 314. $3.00.) 

In current discussions, the most nearly convincing arguments in favor 

of international cartels are advanced in the case of raw materials industries 

which occupy important positions in the economies of industrially backward 


‘Robert A. Gordon, Busines; Leadership in the Large Corporation (Washington: Brook- 
ings Inst., 1945). 

*Paul E. Holden, Lounsbury S. Fish, and Hubert L. Smith, Top Management Organiza- 
tion and Control (Stanford University: Stanford Univ. Press, 1941). 
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councries, and which suffer from chronic maladjustments arising from the 
immobility of heavy investments in fixed capital. The maladjustments ar 
bound to be aggravated by the transition from war to peace. Tin is such an 
industry, and if cartels are to be part of the accepted mechanism of post-war 
international trade, it is certain that the tin cartel, begun in 1931, will be 
prominent among the early starters. On the other hand, if a convincing 
analysis of the structure and operation of the tin cartel from its inception 
to the middle of World War II should disclose the presence of basic defects 
in the cartel approach to the problems of the industry—defects inherently 
incapable of correction—any rational basis for public acquiescence in th: 
revival of the tin cartel would be destroyed; and the destruction would 
sweep with it the better part of the case for international cartels generally, 
If we deny the privilege of cartelization to tin, we shall scarcely concede 
its necessity in many other industries. 

Tin Under Control is, thus, a key study, and its appearance is timely 
indeed; timely, that is, if public policy in this field is to be built upon anything 
more substantial than fears and pressures. It is also, fortunately, an able 
study, entirely worthy of the importance of its subject. The treatment is 
carefully organized (possibly over-organized?) and thorough. Following 
opening chapters dealing with the commodity, the nature of its demand and 
the peculiar conditions of its production and supply, the author outlines 
against a background of industry problems each of the private and govem- 
mental-private control schemes employed during the 1930’s, and analyzes the 
results achieved by each in terms of its purported objectives. He continues 
with an appraisal of the effects of a decade of control upon producers, pro- 
ducing and investing countries (he distinguishes significantly between the 
two), industrial and ultimate consumers, and upon consuming countries; 
and, on the basis of an estimate of demand and supply prospects, concludes 
with a not-too-favorable judgment on the issue of post-war tin control. The 
analysis is well-directed and penetrating, the statements of facts are fully 
documented, and the author’s approach is sincerely objective. Mr. Knor 
is keenly aware of the difficulties facing the tin industrry, is sympathetic to the 
troubles of its members, and is not horrified by the possible use of “u:- 
orthodox” collective measures to meet the situation. His findings, hence, 
are all the more impressive. 

To quote from the Foreword by J. S. Davis, drawn from the author's 
conclusions: “From the standpoint of the public interest in the world at 
large, .. . the tin control reveals signal defects. It interfered with the economic 
distribution of tin production. It made insignificant contributions toward 
price stability, Its ‘buffer-stock’ schemes served no useful purpose beyond 
profiting their participants. It maintained tin prices higher than was necessary, 
or than was conducive to elimination of high-cost units or to protection 
of tin against future competition from substitute materials, Moreover, its 
contribution to the improvement of working conditions in the tin-mining 
industry was almost negligible.” 

To this it may be added that tin control, as described by Mr. Knorr, was 
concerned solely with the palliative protection (rather lush protection, 10 
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be sure) of vested financial interests; no concern whatever was given to 
pasic remedies for the industry’s ills, and the effect was to aggravate rather 
than to lessen those ills. Further, the decisions made under tin control— 
decisions important to countless thousands throughout the world—rarely 
reflected any considerations more lofty or inspired than those commonly 
associated with the ancient art of horsetrading. 

It is worth noting that this book should have a very special attraction 
‘or teachers of economics. All of us have laid out in outline form the argu- 
ments pro and con on cartels, and have searched for examples from various 


think of no omissions. It does not appear that the author strove in any 
way for this effect. It happens simply that the story of tin control, carefully 
and dispassionately told, contains a full array of reasons why cartelization 
should not take place, and Mr. Knorr has spelled them out systematically 
and exhaustively. 

It is interesting, however, that in his closing pages and despite the wholly 
discouraging control record which he has unearthed and recorded, Mr. Knorr 
still clutches hopefully at what seem to me to be the straws of “planned dis- 
investment” and “intelligent buffer stock schemes” as possible devices to 
facilitate desirable readjustment in the tin industry. I believe that the 
defects he has found in the workings of the tin cartel are organic, inherent 
in the very nature of organizations of this type and the nature of the tasks 
they seek to perform. I have considerably less faith than the author in the 
“redundancy” schemes which so intrigued the British ten years ago; I find 
it difficult to believe that the physical destruction of productive facilities 
is the way to economic order and prosperity. Hope for any of these schemes 
derived from the possibility of government participation in, or direction 
of their operations (even that of international government), must be blind 
to the fact that governments were involved, up to their ears, in tin control. 
And I am afraid that my own experience in the Consumers’ Advisory Board 
of the N.R.A., and in the Consumers’ Divisions of the Department of the 
Interior and the National Defense Commission must leave me quite cold 
to any suggestions that consumer representation on control committees 
promises anything beyond an illusory reform. 

The truth is that Tin Under Control brings us to the edge, but only to 
the edge, of the really basic issue in this field. The author sticks closely 
to his immediate chosen problem. He uses his materials to pass judgment upon 
tin control from 1931 to date and to probe tentatively into the future, but 
he does not marshal them for a frontal attack upon the issue of individual 
competitive enterprise versus any scheme or combination of schemes, private 
or governmental, producer-operated or run by producers with consumer 
representation. At their best, what is being sought by all such schemes is 
aremedy for the distressing problem of immobility of capital in an uncertain 
and changing world—a world characterized by multiple entrepreneurship, 
production for consumption far removed both geographicaliy and in time, 
consumers free to choose and to change their choices, and wars and weather. 
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It is pretty difficult in a world so constituted to distinguish between the 
chances and consequences of mal-investment on the one hand and, on the 
other hand, the chances and consequences of other types of inefficiency which 
in an individual enterprise economy, it behooves business men to avoid 
One question which must be asked is whether the risks of mistaken invest. 
ment can be shifted from individual business men by any processes oj 
collective action (private or governmental) sufficiently delicate and selectiye 
in their conception and operation to leave undisturbed any significant produc: 
tive functions for individual business men to perform, together with any 
mechanisms capable of spurring or inducing them to adequate performance. 
A second question is whether, granted the theoretical possibility of devising 
such processes, there is any likelihood that any commodity schemes or 
cartels actually set up within the foreseeable future will in fact correspond 
ever remotely to the pattern. On the first question I am, personally, un 
certain; on the second, quite clear. 
BEN W. Lewis 
Oberlin College 


Agriculture; Forestry; Fisheries 


The Farmer’s Last Frontier, Agriculture, 1860-1897. By Frep A. SHANnNoy 
The Economic History of the United States: Volume V. (New York 
Farrar and Rinehart. 1945. Pp, xiv, 434. $5.00.) 

“The American farmer has rarely been prosperous.” Professor Shannon's 
book opens with this somewhat Homeric first line. But “rarely prosperous” 
by what standards or in what comparison? The criterion is never fully 
explicit. It is not comparison with farmers of other countries; indeed, the lack 
of a comparative view is a weakness in certain points of the analysis. It is 
not any explicit comparison with the propertyless industrial worker, though 
the final chapter on “The Farmer and the Nation” contains some comment on 
the relative position of agriculture in the national economy. 

Perhaps the full argument might be stated as follows: the American 
farmers have not had the prosperity they might have had if they had under- 
stood better the land on which they worked, if access to the land had been 
harder for the speculator and easier for the working farmer, and if the world 
of business with which they had to deal had been less ridden by monopoly. 
The first of these points is developed in the chapter on “Nature and the 
Farmer,” which shows how often the farmer was misled by unexpected 
variations in the types of soil. The second is the subject of the chapter 0 
“Disposing of the Public Domain.” In this, the author, making heavy and 
fully acknowledged use of the work of Paul Wallace Gates, sets the Home- 
stead act in properly-reduced perspective as compared to the land grants 
to railroads and other large recipients. “The homesteaders, even including 
those who acted as tools of speculators, got just about one acre out of every 
six or seven that the government gave up. Those who took free farms to keep 
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received about one acre in ten” (p. 64). The third point is implicit through- 
yt and is developed in the chapter on “Governmental Activity in Agriculture” 
and in the two chapters, rather more descriptive than analytical, devoted to the 


S farmers’ political uprising and to their efforts at self-help through codperatives. 


Professor Shannon’s discussion of the processes and practical problems 
of agriculture is fitted, occasionally with some difficulty, into seven regional 
chapters—two on the South, two on the Prairies to which for this purpose 
he adds the eastern part of the Middle West, two on the range country, and 
one that combines the Northeast with the Pacific Coast. The Southern 
section is notable for the incisive account of the rise of share-cropping, which 
he describes as “the outcome of years of experimentation to find what method 
would produce the most constant supply of submissive labor at the lowest 
cost” (p. 87). Each of the chapters gives evidence of the painstaking re- 
search in which, as the author says, “not one word” of his students’ discoveries 
was used until he “had examined it at its source and noted its context” (p. 
iii). It is clear, however, that the author’s keenest interest and richest 
knowledge applies to the area between the eastern edge of the Prairies and 
the Rocky Mountains. For the period in question, this emphasis is hardly a 
fault, These were the regions that were receiving the largest migration and 
making greatest use of the new mechanical equipment, to each of which 

special chapter is devoted. “To a remarkable degree,” as Professor Shannon 
points out, “the major agricultural developments of 1861-1897 centered 
in or grew out of the Prairie states” (p. 148). 

“I have tried,” says the author, “to view the scene as the farmer saw it 

o picture the farmer himself as he affected and was influenced by the 
world in which he worked and lived.” His greatest gift is in making the 
life of farm and range intelligible even to city dwellers in what he may think 
of as the trans-Hudson East (p. 176). The sulky plow, for example, took “the 
farmer out of the furrow and put him on a seat” (p. 129). “The woodsman 
needed a longer time for clearing land than the Prairie farmer did for 
eradicating sod” (p. 20), but the forest provided more food to keep the settler 
alive till he could get in his first crops. “The dude-ranch student of cowboy 
glamour should . . . follow all day in the footsteps of the arid-country ‘puncher,’ 
when the grass has all shriveled up, and watch him burn thorns from the 
prickly eee with a blowtorch, while the cattle follow him hungrily from 
dump to clump” (pp. 207-08). Similarily, the author does much to interpret 
the census maps of persons to the square mile, which are often used but are 
hard to visualize in terms of actual settlement. He declares that “Maps 
showing six or more persons to the square mile are more likely to reveal the 
frontier of plow farming than those ranging downward to two” (p. 27); and 
he adds that even a density of eighteen to the er mile represented 
“scarcely a fourth as much as the land would support” (p. 32). 

Professor Shannon sees economic history in terms of problems, both the 

farmer’s and the government’s, and is not afraid to use the hypothetical 

thod. He gives, for example, suggestive indications of what might have 
happened if homesteads had been made inalienable except to the government 

\p. 55), if the size of the homestead had been properly adjusted to geographic 
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conditions (p. 75), “if the tendency toward small landownership had not been 
positively discouraged” in the South (p. 89), and if the federal governmen; 
“had adopted a rational leasing act, dedicating the range country to cattle 
and sheep,” instead of tempting the small farmer to “erosion and starvatioy” 
(p. 219). The editors speak of the vigor with which Professor Shannop 
disposes of the theory of the labor safety valve. He estimates “that for every 
industrial toiler who made good on the land there were twenty farmers’ son: 
who moved hopefully, and a few successfully, into the cities” (p. 55). Another 
controversial theory regarding settlement, M. L. Hansen’s dictum that “the 
European immigrant was not a frontiersman” and that the actual first break. 
ing of new land was always done by the native American,’ is unfortunately 
not discussed but is apparently rejected by implication. 

The Farmer's Last Frontier is the first to appear but the fifth in proper 
order of a projected nine-volume economic history of the United States, of 
which the editors, in addition to the author, are Henry David, Harold U. 
Faulkner, Louis M. Hacker, and Curtis P. Nettels. To them I offer one 
minor suggestion. Whoever prepared the footnotes of the present volume has 
painstakingly dredged up abandoned given names of the authors cited and 
has filled out their initials in square brackets. The author does not spare 
himself and thus appears as Fred A[Ibert| Shannon, but future volumes might 
well be spared this pedantry. If, however, the rest of the series keeps to the 
standard of workmanship set by the present volume, it will do much to 
increase the substantial content and the seriousness of American economic 
history. No honest teacher in the field will be able to leave his cours 
without revision to take account of Professor Shannon’s work. 

CARTER GooprIcu 


Columbia University 


Food for the World, Edited by THEoporE W. Scuuttz. Lectures given at the 
Twentieth Institute of the Norman Wait Harris Foundation, University 
of Chicago. (Chicago: Univ. of Chicago Press. 1945. Pp. xiv, 353. $3.75.) 

Food Enough. By Joun D. Brack. (Lancaster, Pennsylvania: Jacques Catt- 
ell Press. 1943. Pp. vii, 269. $2.50.) 

Professor Schultz, the editor of the volume of essays presented in the 194 
Harris Foundation Lectures, is to be commended for his part in developing the 
program and bringing together a combination of qualified persons represent: 
ing different fields to present views on various aspects of the important subject 
of food. The participants included recognized economists, workers in nutrition, 
students of population problems, and others able to contribute to the broad 
field of the conference. : 

The twenty-three essays are grouped under six heads and the formal 
papers in each part are followed by a section, “Observations of Participants, 
covering the general discussions. An over-all picture may be presented Dy 
referring briefly to each of the six parts. 


* The Atlantic Migration (Cambridge, Harvard Univ. Press; 1940), p. 14 et passim. 
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Part I, The Food Movement, includes papers by Frank G. Boudreau and 
John D. Black. The former reviews the work relating to nutrition under the 
League of Nations, The latter reviews agricultural programs of the United 
ates since 1920. 


Part II, Population, has papers by Frank W. Notestein and Frank Lorimer. 
The first presents a summary picture of population growth and prospects. 


Cr 


| The second considers some quality aspects of population and refers briefly 


to the bearing nutrition has on this matter. 

Part III, Nutrition, consists of contributions from several workers in this 
field. Papers by C. A. Elvehjem, L. A. Maynard, Paul R. Cannon, Ancel Keys, 
and Lydia J. Roberts are included. These provide economists and others 
outside the field of nutrition with a good review of some of the research and 
knowledge in this rapidly developing field. 

Part IV, Food Supplies, includes papers by several economists relating to 
food supplies, adjustments and economic aspects of nutrition. The authors 
are Karl Brandt, Walter W. Wilcox, Howard R, Tolley, P. Lamartine Yates, 
Margaret Reid, and E. W. Gaumnitz. 

Part V, International Relations, has six essays by men who through 
research or administrative experience have come into close contact with 
foreign trade and international aspects of food problems. The authors include 
Percy W. Bidwell, Edward S, Mason, Leroy D. Stinebower, Paul H. Appleby, 
Allan G. B. Fisher, and H. C. Taylor. 

Part VI, Consequences and Policy, has papers by Theodore W. Schultz 
and Karl Brandt. The former reviews some of the material covered by the 

nference and then considers consequences in terms of food and agriculture. 
The concluding essay discusses “Elements of an International Food Policy.” 

Diversity in approach, attitude and emphasis is to be expected in such a 
combination. In spite of such differences, however, agreement on major 
issues is substantial. Thus, several point out inadequacies of our agricultural 
policies between the two wars, particularly in regard to their attention to 
nutritional problems. Better nutrition is clearly recognized as of public 
concern. Repeated deference is made to the dependence’ of good nutrition 
on adequate incomes and understanding. Attention is directed to the impor- 
tance of full employment, research and education. Lack of income is pointed 
to as the biggest limiting factor in the improvement of nutrition. The need 
for public programs of food distribution even in times of prosperity and in 
countries of relatively high levels of living is recognized. 

Agricultural surpluses rather than shortages are foreseen as post-war 
prospects in the western world. The densely populated areas of the Orient 
present distinctly different population and nutrition problems. 

International aspects of the food question are recognized, not only in 
Part V but elsewhere as well. Conflicts between domestic and international 
policies are pointed out by several. 

The quality and contribution of the different essays vary but agreement 
on a rating scale is not to be expected, so no purpose will be served by 
reviewing such differences. Since each essay is a separate unit, selection is 
available to readers. Many, no doubt, will find points at variance with their 
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own views. The inclusion of the open discussions bring out some difference; 
and these sections add to the value of the volume, 

The primary contribution of this book does not lie in the newness of the 
ideas present, but in its achievement in bringing together the results of research 
and thought of a number of competent workers with respect to one of th: 
important topics of today. It is a source of ideas and stimulus to anyone 
seriously interested in its field. This is merely another way of saying tha 
the book should enjoy wide reading for the field is one of universal cop. 
cern. 


John D. Black’s Food Enough, in the words of its author, was written “ty 
help our people understand the food situation as it has developed in this 
war.” It is intended for the lay reader rather than the professional economist, 
The book is concerned with the effects of the war on the demand for food, 
problems of meeting food needs during the war, and questions of price control 
and rationing. The closing chapters consider the international food picture, 
the conference at Hot Springs, and post-war food prospects. 

Because the book deals so largely with the situation existing at the time 
it was written (1943), much of its content is of limited usefulness for the 
longer run. Its principal value now and in the future is as a source anda 
refresher to those who have occasion to review the food problems of the first 
years of the war. The author writes with his customary aplomb in dealing 
with questions regarding which there are wide differences of view, and it is not 
to be expected that all readers will accept his conclusions in .every instance 

Incidentally, it might be well to remind publishers that if they expect 
the claims which they print on the jackets of books to carry weight, they 
ought to be concerned about the accuracy of their statements, The jacket on 
the reviewer’s copy credits Black with the authorship of East’s Mankind at 
the Crossroads. 

O. B. JEsNEss 

University of Minnesota 


Economic Geography; Regional Planning; Urban Land; Housing 


Report of the Urban Planning Conferences under the Auspices of the Johns 
Hopkins University: Evergreen House, 1943. (Baltimore: The Johns 
Hopkins Press, 1944. Pp. xxi, 244. $2.75.) 

It is cheering that in the midst of war, groups in many cities took time 
to think about the post-war problems of the community, In the winter 0! 
1943-44 McGill University and the Province of Quebec sponsored a series 0! 
talks on housing and community planning, since reprinted in a monograph. The 
Columbia University School of Architecture conducted a series of weekly 
talks and discussions summarized in The New Pencil Points. The Cleveland 
chapter of the American Institute of Architects, the University of Pennsy' 
vania, and the University of Cincinnati sponsored similar series that attracte¢ 
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undoubtedly was at work elsewhere: I speak only of series of which I have 
personal knowledge. 

' The sessions sponsored by the Johns Hopkins University constitute 
another such series. They represent an interesting innovation in conference 
technique, made possible by “the setting of Evergreen House” which “its 
eracious mistress, Mrs, John Garrett” made available. On each of six Satur- 
day evenings, one to three invited speakers presented prepared papers before 
a “considerable local public,” with a question period. On Sunday mornings 
and afternoons the speakers met with twenty to thirty invited guests for 
informal discussion, 

The report is, of necessity, extensively edited and rearranged, since these 
round-tables, by their very constitution, ramble on and get into blind alleys 
and repetitions. The six week-ends are presented under four headings: 
Basic Directives in Urban Planning; Transportation; Housing, Health, 
Recreation and Welfare; and The Governmental Framework and Other 
Processes of Urban Planning. 

Two outstanding Baltimoreans, Abel Wolman and Dr. Huntington Wil- 
liams, presented papers. For the rest, the conference took full advantage of 
its proximity to Washington and called upon leading social scientists, archi- 
tects and engineers from several government agencies. 

The Editorial Committee—Messrs. Bryn Hovde, Thomas MacDonald, 
Glenn E, McLaughlin and Huntington Williams—follows the formal papers 
and summaries of discussion with an “Evaluation.” From this, one would 
gather that experts continued to disagree on the really knotty problems, 
that the same ideas were presented at Evergreen House that were simulta- 
neously being discussed at Montreal, New York, Cincinnati, Cleveland, 
Philadelphia, and elsewhere. The evaluation is honest enough to suggest that 
one of the chief values of the conference was to bring together in a charming, 
informal setting officials responsible for programs in aviation (to which 
extensive attention was given), highways, rail transportation, housing and 
health, and to make them more aware of the reciprocal interactions of their 
specialties and of the specialties and the city as a whole. As anyone knows 
who has striven for codérdination and cross-fertilization of disciplines, the 
beginning lies in better personal acquaintance and mutual understanding; on 
this score alone, the conferences could be considered well worth while. The 

eport is a memorial of sessions that evidently stimulated the participants, 
it carries some of the stimulation over to the printed page. 

CHARLES S. ASCHER 

New York City 


Labor and Industrial Relations 


Management at the Bargaining Table. By Lez H. Hut and Cuartes R. 
Hook, Jr. (New York: McGraw-Hill. 1945. Pp. vi, 300. $3.00.) 
The purpose of this book, as set forth by the authors, is “to assist man- 


™ mature leaders in civic design, finance and government. The same ferment 
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agement in safeguarding its rights so that those rights may be used to mak 
collective bargaining work as an instrument toward better employer-ep. 
ployee relations” (p. 4). Concerning the authors, Mr. Hill is vice-presiden, 
in charge of industrial relations of the Allis-Chalmers Manufacturing (). 
Mr. Hook is secretary of the Rustless Iron and Steel Corp. Both men hay 
served on the National War Labor Board, 

Starting with the proposition that every collective agreement can be broken 
down into the six component parts of union protective clauses, management 
protective clauses, employee protective clauses, seniority, grievance handling 
and miscellaneous clauses, Part I, The Content of the Collective Bargaining 
Agreement, proceeds with an examination of these respective clauses, The 
method of discussion is generally to present an example of a poor clause, dis. 
cuss its deficiencies with respect to the preservation of managerial rights, and 
then offer an example or examples of clauses considered acceptable from the 


same viewpoint. Part II, Technique of Collective Bargaining, is a much brieferj 


section devoted to advice to managements on their preparation for bargaining 
and the negotiation of the agreement. This section includes a chapter on the 
presentation of cases before the War Labor Board. 

This book will prove valuable to those to whom it is addressed—manage- 
ment representatives—as a manual or guide teaching them how to resist the 
demands of union leaders. It will prove helpful to union leaders as a clearly 
delineated picture of what are probably prevalent management attitude 
toward the union and beliefs concerning company-union relationships, It js 
of interest to economists primarily for what it implies regarding the nature 
of what I have elsewhere called the “organized business.’ This review i: 
concerned primarily with those implications. 

The principal problems raised may perhaps best be presented in the form 
of two inter-related questions. 

(1) The preservation of managerial prerogatives, or rights of management 
as the authors prefer to call them, is the central theme. The book is replete 
with such expressions as “fundamental management rights,” “the invasion 
of rights necessarily reserved to management,” “sole responsibility,” “fre: 
dom to manage.” The argument runs in terms of management responsibility 
for efficient operation of the business, requiring the reservation of discretion 
in certain areas to management and management alone. This is of course n0 
new line of thought. It is an attitude which organized labor has had to com- 
bat from its inception. 

But what are these management rights which must be preserved? The 
authors offer no clear answer. In one place they express the hope that “union 
negotiators will recognize that their essential and basic function is to repre: 
sent the employees in matters relating to wages, hours, and working condi 
tions, rather than the invasion of rights necessarily reserved to management 
(p. 4). Yet alert union negotiators are now recognizing that many arta 
heretofore discretionary with management—depreciation policy, productio 
techniques, sales and advertising programs, methods of company financing- 


* Jour. Pol. Econ., Vol. LII, No. 2 (June, 1944), p. 97. 
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are closely related to the wage-paying ability of an enterprise, an area of 
union interest which the authors admit as legitimate. 

In another place management prerogatives are defined as “those rights, or 
‘hat authority, which management must have in order successfully to carry out 
s function of managing the enterprise” (p. 56). The opportunities for diver- 
sence of opinion on tl.; definition are readily apparent when one weighs the 
content of the words “must” and “successfully.” Many of the clauses now 
found in collective agreements cover matters which were considered sacred 
nd essential rights by managements of an earlier day. (Do the authors 
really believe that insurance and pension schemes should be outside the pur- 
view of organized employees, as they state on pages 177 and 178?) And if 
successful management is conceived in terms of efficient production, we must 


in the interests of the fuller development of the employee, and that social 
standards are not static. 

(2) In an organized business, established by the collaboration of organized 
wners and organized workers, both through their chosen representatives, to 
whom is management responsible? 

It is notable that while the authors are recurrently insistent that the em- 
ployees, in distinction to the union, are a third party to the agreement, the 
rights and welfare of whom management is obligated to consider, even if 
necessary by opposing union demands which management conceives to be in- 
imical to those rights and that welfare, they avoid direct mention of the 
owners—stockholders in most instances—as a similarly interested party. It is 
not the preservation of the owners’ interests about which the authors are 
concerned, except as those interests are identified with management rights. 
Yet any “responsibility” of management which can be established must in the 
very nature of management be responsibility to someone other than manage- 
ment. 

Under any bargaining agreement, the areas in which collective agreement 
has replaced managerial determination have been defined, and within the 
framework of that agreement management is—assuming responsible unions— 
free to manage. The problem of management is how best to manage within 
that framework. It is now largely, but it reasonably should not be, up to 
management itself to determine as a bargaining party what that framework 
should be. The removal of certain areas from the sole competence of manage- 
ment may make the problem of management more difficult, but it is surely 
a phase of “group-government” administration which must be faced and 
accepted. 

If the term “industrial democracy” has any significance, it is that the 
organized owners and the organized workers jointly establish the terms of 
their collaboration, and that management owes a responsibility to both parties 
within the terms of the agreement. To the extent that unions have not en- 
tered into any agreement on depreciation policy, for example, they may. be 
considered to have accepted the discretion of the owners exercised through 
the management, and in this sphere management is responsible solely to the 
owners. Such spheres are not properly management prerogatives, however, 


admit that some limitations on efficiency have already been socially approved 
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but owner prerogatives. Whether unions shall be prevented from “invading” 
them, whether by law, custom or simple refusal, is not properly a matter {or 
management decision. 

It is becoming increasingly clear that the status of management (as well a; 
the union) is a subject deserving of deep thought and careful study, The earlier 
work of Berle and Means, carried forward in the Hearings and Monographs 


of the TNEC, pointed up one aspect of the problem. The less profound work ( 
of Burnham provided other grounds for consideration. The employment oj g° 
business executives in numerous governmental agencies during the war has C0 
raised fresh problems. This volume by Hill and Hook carries implications 
which point to the need for examining the position of our industrial by. ha 
reaucracy in still another direction. W 
W. CHAMBERLAIN* fir 
Personnel Relations: Their Application in a Democracy. By J. E. Waxtens. - 
(New York: Ronald Press. 1945. Pp. xx, 547. $4.50.) re 

In the number of topics covered, this volume aims at a high degree of s 
comprehensiveness. While more than half of the book is devoted to the 4 
management of personnel relations and specific personnel techniques, there os 
are sections dealing with labor unions, with governmental agencies in the act 
field, and with labor-management codperation. There is also a statistical si 
appendix, as well as a second appendix in which a suggested form for a ons 
periodic personnel audit report is outlined, The author is generous and ane 
judicious in his listing of reference material for further study. At 

The more useful portions of the book will probably prove to be some of the ee 
chapters dealing with specific techniques, such as those on employment spe 
procedures and on personnel rating. Even in these technical chapters, hov- rec 
ever, there are occasionally unfortunate errors or implications. Some of thes tim 
are of minor importance, such as the statement (p. 159) that one of the bor 
customary steps in the line of promotion within a company is “from officers ac 
to stockholders.” Others raise more fundamental questions, such as the lack ma: 
of a clear appraisal of the rile of job evaluation (pp. 183-84) with respect as ( 
to intraplant differentials, on the one hand, and interplant differentials, on job 
the other. 

The author has been less successful in integrating the various topics 10 } 
provide an operational guide to the conduct of day-to-day, face-to-iace 
relations within industry. At best, the task of formulating such a guide is Vol 
beset with great difficulties. The job is not simplified if we fail to come squarely 
to grips with some of the most troublesome questions which continually arise y 
to plague the practitioner and the student in the field of industrial relations the 

One question of this sort concerns the relation of the personnel departmen! ted 
to the rest of the organization. Professor Walters formally recognizes the The 
“staff” nature of the personnel department’s functions, although he qualiis si 
his remarks with “to a great extent” and “principally.” Nowhere, however, stat 

* The author is now on active duty with the United States Naval Reserve. The opinions cha 
contained herein are the private ones of the writer and are not to be construed as reflecting and 


the views of the Navy Department or the naval service at large. 
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does he pose openly the problems of divided authority that arise if the per- 
sonnel department is given line authority. At times, moreover, the discussion 
suggests that the distinction between staff and line, and the appropriate 
réle of the personnel department, have been forgotten. Thus, for example, 
the reference (p. 89) to companies “where the foremen ‘do not have 
the time for personnel functions.” Again, the following statement is made: 

“One of the chief functions of the personnel relations department is the ne- 
gotiation of labor contracts . .” (p. 85). Is the assumption of this function 
consistent with the staff rdle of ‘the department? 

There is an increasing belief among students in the field that successful 
handling of grievances lies at the heart of good industrial relations. Professor 
Walters’s book contains only two specific references to this question. The 
first, about a page in length, deals primarily with the formal steps of a 

grievance procedure, and is included in the chapter on labor unions as one 
of the “Ways and Means of Accomplishing Union Objectives.” The second 
reference, on page 85, consists really of one sentence: “For any employee 
dissatisfaction, a procedure for handling grievances can be worked out to the 
mutual satisfaction of the management and the union.” 

The author states in the Preface that “the book attempts to present per- 
sonnel relations , . . from positive democratic viewpoints of those who are 
actively concerned.” To a considerable degree, this theme does indeed per- 
meate the discussion and gives a wholesome slant to the treatment of 
certain topics. For example, the first “crucial test” for the value of employee 
service work is “that it has the wholehearted approval of the employees.” 
At times, however, one has the impression that the “democratic theme” has 
been added as an afterthought to a more or less conventional treatment of a 
specific technique, or that insufficient attempts have been made to analyze or 
reconcile apparently conflicting “democratic” points of view. At still other 
times, the author’s enthusiasm for democracy leads him into statements that 
border on the extravagant. The following passage, taken from page 5, may be 
a case in point: “Democracy in personnel relations should be able to prevent 
many difficulties which in the past have existed in industry and business, such 
as depressions, unemployment, inadequate incomes for one-third of our people, 
job dissatisfaction, nepotism and selfishness, and greed for money and power.” 

Douctass V. BROWN 

Massachusetts Institute of Technology 


Voluntarism in Organized Labor in the United States. By Grorcre GILMARY 
Hiccins. (Washington: Catholic Univ. of Am. Press, 1944. Pp. viii, 180.) 
Voluntarism in Organized Labor in the United States is an examination of 
the original philosophy of the American Federation of Labor, its modification 
in the decade of 1930-1940, and the causes that made these changes inevitable. 
The first three chapters are devoted to a summary of the history of the labor 
movement, and to the evolution of the idea of voluntarism as shown by the 
statements of the leaders of the American Federation of Labor. The next-five 
chapters are concerned with tracing the changes in the attitude of the AFL 
and its leaders, and with assessing the importance of these changes, Father 
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Higgins has carefully examined the sources and the opinions of both pro. 
ponents and critics of the voluntaristic philosophy, 

The author has not sought to make a case for or against the voluntaristi- 
view. Instead he has sought to examine its character, and to explain why 
it has been found no longer feasible. While Father Higgins has limited hims¢i; 
to examining the issue as it affects the American labor movement, it is never. 
theless true that voluntarism is not peculiarly a philosophy of American labor 
Voluntarism is in fact an American, or better yet, a reformist adaptation oj 
Syndicalism. The suspicion and fear of the state common to Gompers, and 
to his numerically-declining followers, are basic to the point of view of the 
Syndicalists and Anarchists of Europe and the United States. All emphasiz: 
the importance of direct or economic action as a means of improving the lo 
of the man who works. American voluntarism is not, however, hostile i 
capitalism, nor does it aspire to replace it by a Socialistic or Communistic 
society. 

American voluntarism which was fashioned mainly by Gompers, while en- 
phasizing the all-importance of economic action and collective bargaining, 
arose not only from an abstract fear of government intervention, but as a 
philosophic weapon with which to fight the Socialists. Gompers was convinced 
that an expanding American society was basically hostile to Socialism and 
to the propagation of Socialist ideas, He did not believe that the labor 
movement, faced by the most aggressive capitalism in the world, would 
survive if it adopted a Socialist philosophy. Nor did-he believe that ince. 
pendent political action could benefit labor; for, with the absence of clas 
feeling common to Euror ... labor, an attempt to espouse a specific political 
philosophy or to suppu.. a special political party would lead to disastrous 
division in the ranks. He therefore fought the efforts of the Socialists to 
commit the economic movement of labor to support of a specific political 
party, although events forced Gompers to adopt the non-partisan or bi 
partisan policy by rewarding friends and punishing the enemies of labor. 

All of the critics implicitly assume that it was only Gompers and his 
followers that prevented a larger labor movement, one that included the 
great basic industries. The critics usually overemphasized the importance si 
the American Federation of Labor as an organizing instrument of the Amer 
can labor movement. Actually the job of organizing has been mainly the job 
of the international unions, and they were naturally fearful of venturing larg: 
sums in risky organizing enterprises, as they knew the determination and 
ruthlessness of the masters of the then unorganized industries. There is 10 
evidence that supports the belief that a greater labor movement could have 
been organized. In the American environment of early twentieth century 
America, it is doubtful if any other type of movement could have been built 
Several attempts were made, by those hostile to Gompers’s views, but all met 
with failure. 

Gompers’s anti-governmentalism, as the author shows, never had the 
unanimous consent of the entire labor movement. Up to World War I te 
Socialists were a vigorous and by no means inconsequential minority, and 
later the railroad block succeeded in forcing through the convention 0 


4 
af 
al 
be 
bet 
val 
an 
an 
at 
the 
tra 
Sal 
hac 
na 
Lat 
ai 
inst 
gov 
me 
nhs 
) 
tajr 
aro 
me 
MU! 
era 
mel 
wo 
+h 
ne 
I 
sal 
+h 
ann 
nik 
pul 
are 
nas 
orn. 
RT 
lah 
1aD 
inte 
AF 
Al 
toh 
hy, 
UV | 
trite 


EMBEp 
pro- 


aristic 
why 
‘imself 
never- 
labor, 
‘ion of 
s, and 
of the 
yhasize 
the lot 
tile to 
unistic 


le em- 
aining, 
it asa 
vinced 
m and 
labor 
would 
inde- 
f class 
olitical 
astrous 
ists to 
olitical 
or 
or. 
nd his 
ed the 
ince of 
Ameri- 
he job 
g large 
yn and 
is n0 
d have 
entury 
built. 
all met 


ad the 
the 
y, and 
jon of 


1045] BOOK REVIEWS 1003 


| 


1922 a resolution favoring government ownership of railroads. This was only 

temporary deviation; for, with the defeats of unionism immediately after 
World War I, the doctrine of voluntarism gained renewed vigor. ‘Whereas in 
pre-war days it had assumed a neutral attitude towards capitalism, it now 
became an ardent champion of the same, considering itself the buffer... 
between Capitalism and the radicalism of the Socialist and Communist 
varieties.” It would have been worth while to investigate the reasons for 
this change. Following World War I, the American Federation of Labor faced 
an attack by organized employers acting through the “American Plan,” and 
at the same time the position of the conservative officers was threatened by 
the Amalgamation movement led by ‘William Z. Foster, then a simulated 
trade unionist. The vigorous espousal of capitalism was designed to attract 
more favorable treatment by employers who feared communism, and at the 
same time it was a reaction against the program of the radical dissidents who 
had threatened to unseat the existing leadership. 

The anti-governmental philosophy had pushed the American Federation of 
Labor into an extreme position. Instead of espousing the principles of social 
insurance, the American Federation of Labor actively opposed all forms of 
government aid except industrial accident insurance. In the 1920’s unemploy- 
ment insurance was dismissed as a dole by the official theorists, who scorn- 
fully compared it to the full pay envelope of the American worker. While this 
philosophy may be tenable during periods of prosperity, it is difficult to main- 
tain in a time of deep depression. The author has well traced the breakdown 
of voluntarism, the defections of many of its ardent exponents, and the 
gradual conversion of the American Federation of Labor to a policy of govern- 
ment intervention. He has not, however, fully accounted for the change. It 
seems, at least to the reviewer, that voluntarism can only be maintained in an 
era of full or high employment. It is futile to argue for economic improve- 
ment through economic action and collective bargaining at a time when many 
workers have no jobs over which to bargain, In the face of millions of idle 
the most resolute voluntarist must hesitate in urging abstention of government 
intervention. Faced by the Great Depression, the American Federation of 
Labor finally endorsed the principle of unemployment insurance as well as 
other forms of social insurance. Even a minimum wage for men has been 
approved, although the author believes that privately the leaders of the 
AFL were not as enthusiastic for the Fair Labor Standards act as their 
public declarations would lead one to assume. 

Since the New Deal fewer voices have been raised in behalf of voluntarism, 
largely by several quasi-official philosophers. The American labor movement 
has prospered and grown to a size unequaled in its history. Much of the 
growth and prosperity has been due to government support. The split in the 
labor movement has, however, led to a new series of attacks upon government 
intervention by several of the leaders of the AFL. The attitude of the 
AFL in regard to government is somewhat ambivalent. It is satisfied 
to have government support for the right to organize, but it denounces attempts 
by the administrative agency to fix the bargaining unit as an unwarranted in- 
trusion by government bureaucrats into the business of labor. The leaders of 
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the AFL cannot have it both ways, even though they regard governmen; 
protection of labor unions as a special type of government intervention, one 
that is exempt from the usual criticism. 

It is doubtful if the labor movement will ever return to the earlier volyp. 
tarism. This does not demonstrate that this philosophy was wrong or unsuitabj, 
for the period in which it was evolved. On the contrary, in the reviewer; 
opinion, it was perhaps the only policy that would have enabled labor t) 
build the organizations that were the base from which the larger whole ha; 
since developed. Unless there is a fundamental change in the attitude oj 
employers toward labor organizations, the protection for the right to organi 
will continue to be needed. While a limited labor movement does not need 
government support, an extensively organized one must have it to survive 
Moreover, a philosophy of voluntarism is not tenable in an economy in which 
the government plays a major réle, and in which it operates an extensive 
welfare and social program. This, as the author has shown, is recognized by 
many leaders of AFL unions. Father Higgins’s book is a very useful 
and impartial study of the changing philosophy of the labor movement. In 
examining the growth and decline of voluntarism he has performed a useful 
service for ail desiring to understand the labor movement. 

PHILIP Tart 

Brown University 


The Exploitation of Foreign Labour by Germany. (Montreal: Internat. Labour 
Office. 1945. Pp. 286. $1.50.) 

One of the outstanding aspects of the Second World War, the systematic 
exploitation of foreign labor through Europe by the Nazis, has been care. 
fully recorded and summarized by the International Labour Office in its 
regular periodicals and recently in an excellent study, Te Exploitation oj 
Foreign Labour by Germany. This study describes recruitment methocs, 
working and living conditions, wage regulations, measures to counteract for- 
eigners’ resistance and also indicates how the families of foreign laborers 
fared while the breadwinners were away. 

Despite the wartime difficulties of obtaining information, the Nazis’ vast 
scheme of European-wide labor mobilization is reported in fairly good detail. 
Wide use has been made of direct German sources, including the handbook 
for the guidance of German public employees dealing with foreign workers; 
the official gazettes in which legislation was published, the publications o/ 
the Reich Ministry of Labor and the Offices of the Four-Year Plan, the 
Commissioner General for Manpower and the German Labor Front. Periodi- 
cals and newspapers from Germany and occupied countries were systematically 
used, Additional facts were also supplied by governments of the United 
Nations and of liberated countries, Lastly, the International Labour Offic 
has used its own branch offices and its correspondents in various allied and 
neutral countries. Mr. John H. E. Fried, who prepared the study, has used 
German sources with caution, realizing that such sources would naturally 
attempt to conceal some issues or to place the situation in general in é 
favorable light. 
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According to this study, one of the first steps taken by the Nazis after 
conquering a particular territory was to install labor offices or adapt those 
already in existence in order to facilitate the recruitment of workers. Their 
methods of mobilization were shrewdly planned and ruthlessly carried out. 
Even before hostilities actually started in 1939, Austrians and Czechoslovaks 
had already been added to the labor force of the old pre-1938 Reich. As the 
nazi tide of conquest rolled onwards, almost the whole of Europe was 
brought within the orbit of exploitation, The number of people affected ran 
into the millions—the ILO’s conservative estimate is 30 to 35 million people, 
counting dependent family members. 

The conditions of life and labor varied considerably, according to place, 
type of employment, phase of the war, and particularly nationality. Those 
from the East were treated worst of all; those from other parts of Europe 
received less inhuman treatment for the most part. The general disregard 
of human life only served to aggravate the scarcity of manpower while the 
cumulative result of persistent compulsion required still greater supervision 
and repression of the foreign labor recruits. An air of legality was given to 
the recruiting by the negotiation of bilateral agreements wherever possible with 
the authorities of occupied countries. Modern scientific methods of mass ad- 
ministration, mass organization and mass propaganda were employed in an 
attempt to obtain recruits, Since those who refused to register voluntarily for 
work in, or for, Germany experienced much difficulty in obtaining any other 
employment or in purchasing food or other commodities which were rationed, 
the pressure to register must have been great. Nonetheless, the number 
of volunteers was small; compulsion had to be used widely. To their best 
ability, and often at the cost of their lives, the conscripts and their families 
resisted participation in German war work. 

The compulsory mobilization of the civilian population under wartime 
occupation is almost without precedent in modern times. Similarly extreme 
forms of forced or compulsory labor, though never on such a large scale, have 
been used in recent times in so-called backward and colonial regions. Before 
World War I atrocities were exposed in the Congo Free State, the French 
Congo, the “cocoa islands” of Portugal and the Putumayo district lying be- 
tween Colombia and Peru—the numbers involved, however, ran in the thou- 
sands rather than the millions as was true in the case of the nazi exploitation. 
Still later, in World War I, the Germans deported Belgian workers for a 
short time, but ways were found to stop this deportation. Even so, according 
to James T, Shotwell, an expert observer writing ten years afterwards, the 
scheme had “considerable consequences for the Belgian people as a whole 
because their physical and social conditions were affected by it during and 
after the war.” 

Many problems raised by the nazi mass displacement and exploitation of 
labor have already had to be solved or are being met. This study should be 
extremely useful to UNRRA officials and others who are presently attacking 
the problem of transferring and repatriating foreign workers. The facts con- 
tained in this report should also prove useful to the government and private 
organizations concerned with such questions as the debt incurred by Ger- 
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many through wage transfers within the framework of the German wartim, 
clearing system; the amounts of money belonging to foreign workers deposited 
in frozen accounts in German banks or invested in German savings bonds: 
and extent of the needed program to help dependents of those workers who dij 
not survive the harsh treatment and heavy work measures. 

MAXINE SWEEZY Wootston 
Conshohocken, Pa. 


Lumber and Labor. By VERNON H. JENSEN. (New York: Farrar and Rine. 
hart. 1945. Pp. 314. $3.00.) 

The Cotton Mill Worker, By HerBert J. LAHNE. (New York: “arrar and 
Rinehart. 1944. Pp. 303. $3.00.) 

The Printing Trades, By JAcop Lort. (New York: Farrar and Rinehart, 
1944. Pp. 301. $3.00.) 


These books, with their companion volumes in the series “Labor in Twen- 
tieth Century America,” are intended to further the writing of “a definitive 
history of the men and women who have worked for a living in the nation’s 
major fields of production” (editor’s Foreword). They are histories of the 
workers in the lumber, cotton textile, and printing industries, and not merely 
studies of the trade unions in those industries. The story of trade union or- 
ganization is silhouetted against the economic structure of the industry, the 
characteristics of the workers employed, and the changes in their conditions 
of life and work since 1900, Thus Dr. Lahne, before entering on a discussion 
of cotton textile unionism, presents twelve chapters on such matters as the 
growth of the industry, the mill village system in New England and the 
South, interregional competition in the industry, the working family and its 
income, hours of work, work loads, and the problem of the “stretch-out.” The 
chapter on interregional competition and the concluding chapter on the or- 
ganizability of the industry are particularly interesting pieces of analysis. 

The arrangement and emphasis of Dr. Loft’s study is very similar. The 
bulk of the volume consists of chapters on the economics of printing, compe- 
tition and industrial migration, the impact of technical progress, changes in 
wages and earnings, hours, shop rules, and similar matters. The concluding 
chapters sketch the development of labor and employer organizations and oi 
the relations between them. Dr. Jensen’s book approximates more closely 
a history of trade unionism. Two introductory chapters on the development 
of the industry are followed by a brief survey of labor conditions and labor 
organization in each of the four historic lumbering regions. The remainder oi 
the volume is devoted to the growth and operation of unionism in the Pacific 
Coast states which now dominate the lumber industry. 

These volumes are welcome innovations in labor literature and are assured 
of a place of permanent usefulness. In point of style, they suffer somewhat 
from inclusion in the text of facts and figures which might perhaps have been 
compressed into tables, footnotes or appendixes. The reader frequently 
finds himself wandering in a maze of detail with little sense of general 
direction. This defect of presentation, however, can be forgiven in view of the 
authors’ care and diligence in accumulating factual material from a wite 
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variety of sources. The thorough footnoting and extensive bibliographical 
notes will make the volumes particularly helpful to those contemplating more 
specialized studies of labor problems in these industries. The chapters on 
the growth of union organization are marked by a careful marshalling of 


F facts and a high level of objectivity. 


The structure of all three studies is basically chronological and descriptive, 
with relatively little use of formal economic analysis. The outstanding economic 
problems confronting trade unionism in these industries stand out inevitably 
from a chronological account. Examples are the North-South wage differential 
in textile and its effect on industrial location, the migratory and highly com- 
petitive character of the lumber industry, and inter-area competition among 
job printing firms resulting from differentials in wage rates and total unit 
costs. One does not find in these volumes, however, a precise analysis of the 
possible lines of attack on these problems, nor even a complete discussion of 
the policies actually adopted by trade unions and the economic consequences 
of these policies. 

This kind of analysis, of course, was not within the purview of the series 


and would have required volumes of much greater length. The authors set 


out to describe a wide area of industrial experience for a general audience 
and using a historical frame of reference. This task has been well done, and the 
volumes cannot fairly be criticized for not doing things which they did not 
attempt. It is necessary to point out, however, that the economist who uses 
the tools of market analysis will find here mainly clues and raw material 
rather than conclusions. These vivid cross sections of working-class experience, 
drawing flavor and realism from the close personal observation of the authors, 
suggest the rich variety of problems which await further exploration by stu- 
dents of labor. 
Lioyp G. REYNOLDS 
Yale University 


time 
sited 
nds: 
did 
IN 
and 
hart 
wen- 
itive 
ion’s 
the 
erely 
or- 
, the 
tions 
ssion 
S the 
1 the 
d its 
The 
OF- 
The 
mpe- 


TITLES OF NEW BOOKS 


Economic Theory; General Works 


ENcELS, F. On capital. (London: Central Books. 1945. Pp. 136. 5s.) 


Harcroves, E. L., and others. Oxford economic papers. No. 7. (London: Oxford Univ. Pres 
1945. Pp. 124. 7s. 6d.) 


Hicks, J. R. and Hart, A. G. The social framework of the American economy—an ixiro. 
duction to economics. (New York: Oxford Univ. Press. 1945. Pp. xvi, 261.) 


Marx, K. Capital. 3 vols. (Chicago: Kerr. 1945. Pp. various. $3 ea.) 
Rott, E. A history of economic thought. Rev. ed. (London: Faber, 1945. Pp. 535. 18;) 


SmitH, M. B. Survey of social science. Rev. ed. (Boston: Houghton. 1945. Pp. 748. $4 
A new chapter on the government of the Soviet Union and another, on international 
organization, have been added, and the chapter on social change, rewritten. 


Sortrorr, G. Ricardo und Sismondi—eine aktuelle auseinandersetzung iiber Nachkriegs— 
wirtschaft vor 120 Jahren. (Ziirich and New York: Europa. 1945. Pp. 48. Sw. Fr. 2.50 


Economic History 


A.tston, R. F. W. The South Carolina rice plantation, as revealed in the papers of Robert 
F. W. Allston. Edited by J. H. Easterly. Am. Historical Assoc. pub. (Chicago: Univ. of 
Chicago Press. 1945. Pp. 499. $5.) 


FAULKNER, H. U. American political and social history. 4th ed. (New York: Crofts, 1945 
Pp. 858. $5.) 
Material since 1932 has been revised, and the history extended to include events up to 
the spring of 1945. 
., et al. The American way of life: a history. Rev. ed. (New York: Harper. 1945 
Pp. 757. $2.36.) 
With a new chapter on the United States participation in World War II and added 
material on foreign affairs. 
Hatcuer, H. H. Lake Erie. (Indianapolis: Bobbs-Merrill. 1945. Pp. 416. $3.50.) 
The history of the Great Lakes, the commerce and agriculture of its region and the 
structure of steel industries in the cities on its shore. 
ScuesincerR, A. M., Jr. The age of Jackson. (Boston: Little Brown. 1945. Pp. 591. $5. 
Political and economic issues of Jackson’s day, with their implications for today’ 
democracy. 


National Economies 


BetrerHem, C., et al. La crise francaise—essais et documents, (Paris: Pavois. 1945. Pp 
239. 75 frs.) 


Brown, M. India need not starve. (London: Longmans Green. 1945. Pp. 190. 5s.) 


Burr, N. R. Biographical sources for foreign countries: 2. Germany and Austria. (Wi 
ington: Supt. Docs. 1945. Pp. 215, mimeo.) 


CE 
Da 
Ex 
Fi 
FR 
GA 
Jay 
Li 
MA 
] 
M: 
VW 
] 
Mt 
Py 
Ri 
( 

Gu 
E 
An 
Bry 


Robert 


Jniv. of 


1945, 


TITLES OF NEW BOOKS 1009 


Cunps, J. B. A guide to the official publications of the other American republics, 1. Argen- 
tina. Il. Bolivia. VII. Cuba. Library of Cong. Latin American ser. nos. 9-11. (Washing- 
ton; Supt. Docs. 1945. Pp. 124; 66; 40. 25c; 15c; 10c.) 

Davies, H., editor. The South American handbook, 1945. 22nd annual ed. (New York: H. 
W. Wilson. 1945. Pp. 859. $1.25.) 

Eusrez, J. F. The Japanese nation—a social survey. (New York: Farrar and Rinehart. 
1045. Pp. xi, 308. $3.; text ed., $2.25.) 


Finiay, I. Scotland. World to-day. (New York: Oxford Univ. Press. 1945. Pp. 143. $1.25.) 


S Feevre, G. Brasil: an interpretation. (New York: Knopf. 1945. Pp. 194. $2.) 


A composite portrait of Brazil, its racial, cultural, geographic and industrial problems 
and growth. 
Garver, E. S. and Frncuer, E. B. Puerto Rico, unsolved problem. (Elgin, Ill.: Brethren 
Pub. House. 1945. Pp. 110. $1.) 
Jawan, H. The social structure of Iraq. (London: Luzac. 1945. Pp. 32. 6d.) 
LiserMAN, S. Building Lenin’s Russia. (Chicago: Univ. of Chicago Press. 1945. Pp. 233. $3.) 
Macartney, M. H. H. The rebuilding of Italy, (London: Cambridge Univ. Press. 1945. 
Pp. viii, 132. 3s. 6d.) 
Maestri, R. Pareceres—1944: margenes criticos a temas actuales de la guerra y de la paz. 
(Havana: Lex. 1945. Pp, 270.) 
Moon, P. The future of India. (Forest Hills, N.Y.: Transatlantic Arts. 1945. Pp. 76. $1.75.) 
A program for India’s economic betterment, postulating Britain’s withdrawal from 
India’s government. 
Muenzner, G. Jewish labour economy in Palestine, (London: Gollancz. 1945. Pp. 231. 


10s. 6d.) 


Puuirs, H. A. Brazil, bulwark of inter-American relations. (New York: Hastings House. 
1945. Pp. 235. $2.50.) 
An economic, historical, and political study of Brazil, emphasizing economic relations 
with the United States. 
Rostncer, L. K. China’s crisis. (New York: Knopf. 1945. Pp. 284. $3.) 
Progress and retrogression in China during seven years of war—a political and eco- 
homic summary. 
Wuitaker, A. P., editor. Inter-American affairs—1944. Annual survey: no. 4. (New York: 
Columbia Univ. Press. 1945. Pp. vii, 284. $3.25.) 
A chapter by S. A. Mosk on economic thought is a new feature. 
Yanc, M. C. A Chinese village, Taitou, Shantung Province. (New York: Columbia Univ. 
Press. 1945. Pp. 292. $3.) 
A native of an agricultural village shows forth in detail the family life, field work and 
social patterns of his home community. 
Economic development in S. E. Europe. Introduction by D. Mrrrany. (New York: Oxford 
Univ. Press, for Pol, and Econ. Planning. 1945. Pp. 165. $3.} 
Guide to the official publications of the other American Republics: 1, Argentina; 2, 
Bolivia; 7, Cuba. (Washington: Supt. Docs. 1945. Pp. 124; 66; 40. 25c; 15c; 10c.) 


Economic Systems; Post-War Planning 


Anperson, E. Hammer or anvil. (London: Gollancz, 1945. Pp. 207. 6s.) 
Beard, C. A. The economic basis of politics. Enl. ed. (New York: Knopf. 1945. Pp. xi, 114. 
$1.75.) 
Contains a new chapter on the present states of Soviet Russia, America and the fascist 
countries and a new preface. 


Press 
intro- 
5. 18s 
8. $4 
ational 
riegs— 
S up to 
r. 1945 
added 
nd the 
1. $5 
today’s 
45 Py 
Wash 


1010 THE AMERICAN ECONOMIC REVIEW [ DECEMEEp 


Beverice, Sir W. H. The price of peace. (New York: Norton. 1945. Pp. 160. $2.) 
: Why I am a Liberal. (London: Jenkins. 1945. Pp. 128. 2s. 6d.) 
Branp, C. J. What economic system for America? (Washington: Author, Investment Bldg 
1945. Pp. xiii, 96, $1.50.) 
BRAUNTHAL, J. In search of the millennium. (London: Gollancz. 1945. Pp. 338. 7s. 6d.) 
Brocan, D. W. The free state: some considerations on its practical value. (New Yor 
Knopf, 1945. Pp. 129. $2.) 
Castie, E. B. Building the new age. (London: Rich and Cowan. 1945. Pp. 160. 7s. 6d) 
Coxe, G. D. H. Building and planning. (London: Cassell. 1945. Pp. 287. 10s. 6d.) 
Duties, F. R. Twentieth century America. (Boston: Houghton Mifflin for Reynal and 
Hitchcock. 1945. Pp. 619. $3.75.) 
A survey of industrial growth and international and social conflicts in the Unita 
States from the imperialism of 1900 through the opening of San Francisco Conferenc 
Eacteton, C. The forces that shape our future. (London: Oxford Univ. Press. 1945 Py 
212. 18 s. 6d.) 
IncraAM, K. Guide to the new age. (London: Allen and Unwin. 1945. Pp. 192. 7s. 6d.) 
JosepH, M. and Karpor, N. Economic reconstruction after the war. New ed. (London 
English Univ, Press. 1945. Pp. 16. 6d.) 
LAUTERPACHT, H. An international bill of rights of man. (New York: Columbia Uniy 
Press. London: Oxford Univ. Press. 1945. Pp. 240. 20s.) 
Lipson, E. A planned economy or free enterprise: the lessons of history. (Forest Hilk 
N.Y.: Transatlantic Arts. 1945. Pp. 326. $4.50.) 
An historical approach to the problem of planned economy versus free enterprise 
tracing the idea of planned economy far back in England’s economic history. 
Lutz, H. L. Guide posts to a free economy. (New York: McGraw-Hill. 1945. Pp. ix, 206 
$2.) 
MaANnsELL, H. Alternative for socialism. (London: League for People’s Parliament. 1945, Pp 
12. 6d.) 
McIntyre, C. The rise of the tyrant: controlled economy vs. private enterprise. (Collings 
wood, N.J.: Christian Beacon Press, 1945. Pp. 253. $2.25.) 
Murra, K. O. Post-war problems: a current list of United States government publication 
January-March, 1945. (Washington: Supt. Docs. 1945. Pp. 155, mimeo.) 
Patterson, E. M. Our muddled world. Annals, Vol. 240. (Philadelphia: Am. Acad. Pol 
Soc. Sci. 1945. Pp. vii, 195. $2. 
Pot, G. Reconversion y ocupacion plena en Estados Unidos. Inform. econ. 2. (Mexico 
City: Banco de Mexico. 1945. Pp. 114.) 
Poynter, N. and H., editors. Post-war jobs—a guide to current problems and futur 
opportunities. (Washington: Pub. Affairs Press. Pp. 211. $2.50.) . 
Chapters on full employment; 60,000,000 jobs; reconversion; taxation; surplis 
property; jobs for veterans; social security; public works; new industries; agriculture, 
foreign trade; housing; minority groups. 
SmitH, C. Economic plan for democracy. (London: Randall. 1945. Pp. 16. 6d.) 
Srewart, M. S. There can be jobs for all! Beveridge’s plan for full employment. Pampi 
no. 105, (New York: Pub. Affairs Committee. 1945. Pp. 31. 10c.) 
Taytor, E. G. R, Planning prospect. (London: Lund Humphries. 1945. Pp. 64. 6s.) 
Wattace, H. A. Sixty million jobs. (New York: Simon and Schuster, 1945. Pp. 83. $1 " 
Secretary Wallace’s philosophy of freedom, his belief in the interdependence 
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enterprise, of 60,000,000 jobs and a $200,000,000,000 national income by 1950. 
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Dicxsee, L. R. Auditing. (London: Gee. 1945. Pp. 820. 50s.) 
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WueLvon, H. Applied costing. Vol. 1. (London: MacDonald and Evans, 1945. Pp. 237. 
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(Gainesville: Univ. of Florida Bookstore, 1945. Pp. iv, 140. $2.50.) 


Berkovits, E. with Atkins, G. C. The key to full employment without regimentation. 
Toronto: Longmans Green. 1945. Pp. 81. $1.50.) 


EMBER 
nt Bldg 
6d.) 
York 
6d 
| 
Pam 
lence 
a of free 


1012 THE AMERICAN ECONOMIC REVIEW [ DECEMBER 
A proposal for government borrowing of idle savings without interest for financing 
national welfare work, 
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37.) 
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Butters, J. K. and Lintner, J. Effect of federal taxes on growing enterprises. (Boston: 
Div. of Research, Grad. School of Bus. Admin., Harvard Univ. 1945. Pp. ix, 226. $3 
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“Full employment” and the “national budget.” A discussion of the Murray full employ- 
ment bill, S. 380. Rept. no, 2-417. (Washington: Citizens Nat. Committee, Inc. 1945. 
Pp. 22.) 
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Treasury Department (called Treasury decisions) pertaining to internal revenue matters, 
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Return of rates in Scotland, 1938-9, 1943-4, 1944-5. Scottish Home Dept. (London: H. M. 
Stat. Off. 1945. 4d.) 

4 tax program for a solvent America. By The Committee on Postwar Tax Policy; R. 
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Money and Banking; Short-Term Credit 


Ernzic, P. Currency after the war: the British and American plans. (Forest Hills, N.Y.: 
Transatlantic Arts. 1945. Pp. 152. $3.25.) 
A discussion of the Keynes plan and the American plan for post-war currency, favor- 
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Kirn, B. A. Financial reports of American commercial banks. Stud. in econ., Vol. 14. 
Washington: Catholic Univ, of Am. Press. 1945. Pp. xv, 366.) 


Lynpen, R. A. DE. If money were understood. (London: Hutchinson. 1945. Pp. 96. 6s.) 
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International Trade, Finance and Economic Policy 
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ey 


Bi 


4 


The final volume of a series published under the sponsorship of the Carnegie Endow- 
ment for International Peace. A survey of the history of political and economic relations 
among Canada, the United States and Great Britain. 


ancing 

. 6d 

ll em- 

mbus 

gton 

ll. no 

sup- 

agen- 
nomic 
pt. of 

ploy- 

bt. 

Pp 

Oxf 
4.2 
Bus 
Jost n 
4 
|_| 


1014 THE AMERICAN ECONOMIC REVIEW [ DECEMBER 


BucHanan, N. S. International investment and domestic welfare—some aspects Of inter- 
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Morates, F., A. Nuestro regimen monetario. 2nd ed. (San José, Costa Rica: Borrase 
1945. Pp. 36.) 
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background for the post-war international trade of the USSR. Pamph. ser. no. 5. (New 
York: Russian Econ. Inst. 1945. Pp. 32. 65c.) 
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foreign relations. (New York: Counc. on Foreign Relations. 1945. Pp. viii, 174. $2.) 
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Trade. (London: H. M. Stat. Office. 1945, 2s. 6d.) 
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Custom House guide, 1945, 83rd ed. (New York: Custom House Guide. 1945. Pp, 1520. 
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Business Finance; Insurance; Investments; Securities Markets 
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Report of the committee on company law amendment. Presented by the President of the 
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$1.50.) 

BackMAN, J. and GarnssrucH, M. R. Cost absorption and retail price control in the 
transition period. Prepared for the OPA—Retail Reconversion Pricing Committee. (New 
York: Nat. Indus. Conf. Bd. 1945. Pp. 120.) 
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policy and wage policy. (New Wilmington, Pa.: Econ. and Bus. Found. 1945. Pp. 56 
35c.) 

Vinson, F. M. The road to Tokyo and beyond: 3rd report to the President, the Senate, 
and the House of Representatives by the Director of War Mobilization and Reconver- 
sion, July 1, 1945. (Washington: Supt. Docs. 1945. Pp. 75.) 

Director of Contract Settlement: war contract termination and settlements; 4th report 
to the Congress, July 1945. War Mobilization and Reconversion Office. (Washington: 
Supt. Docs. 1945. Pp. 72. 15c.) 
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Available on a subscription basis; published every 8 months, and each issue is 

followed by 6 monthly supplements which revise and bring up to date its contents. 

Federal regulations of the United States of America: 1944 suppl., containing a codification 
of documents of general applicability and legal effect, January 1, 1944, to December 31, 
1944, inclusive, including Presidential proclamations, executive orders, and other Presi- 
dential documents in full text, with ancillaries and index, Book 1, Titles 1-10. (Wash- 
ington: National Archives, Federal Register Division. 1945. Pp. 1-1640. $3.) 

OPA bibliography: miscellaneous publications to the end of 1944. Preliminary ed. (Wash- 
ington: Records Manag. Sec., Off. of Price Admin. 1945. Pp. 229, mimeo.) 

Retail controlled prices, list of groceries and provisions. Min. of Food. (London: H. M. 
Stat. Off. 1945. Pp. 7. 6s.) 


Industrial Organization; Price and Production Policies; Business Methods 


Avams, J. T. Big business in a democracy. (New York: Scribner. 1945. Pp. 291. $2.75.) 
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Anperson, H. W. Should management be organized. Personnel ser. no. 90. (New York: 
Am, Management Assoc. 1945. Pp. 18. 50c.) 
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A book on business and business men by the professor of philosophy at Manitoba. 
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Rosinson, E. M. Business organization and practice. (New York: McGraw-Hill. 1945. 
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Detailed discussion of every aspect of business operations, for students in the field. 
RowranD, F. H. and Harr, W. H. Budgeting for management control. (New York: 
Harper. 1945. Pp. 392. $4.) 
A reference work on business programs and controls, adjustable to meet the require- 
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Wien, A. R. and Heyer, C. Practical management research. (New York: McGraw-Hill. 
1945, Pp. 232. $2.50.) 
Industry’s view on leadership in industrial research. (New York: Nat. Assoc. of Manufac- 
turers. 1945.) 


Marketing; Domestic Trade 


Bishop, F. P. The economics of advertising. New ed. (London: Hale. 1945, Pp. 196. 
7s. 6d.) 


Burnnam, E. A. Expenses and profits of limited price variety stores in 1944—chains and 
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School of Bus. Admin. 1945. Pp. 37. $1.50.) 
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HowenstInE, E. J., editor. Post-war markets—a guide based upon official information 
prepared by the Bureau of Foreign and Domestic Commerce. Foreword by A. E. Tayiop 
(Washington: Pub. Affairs Press. 1945. Pp. vii, 184. $2.50; paper, $2.) 

McNar, M. P. Operating results of department and specialty stores in 1944. Bur. of Bys. 
Research, bull. no. 122. (Boston: Harvard Univ. Grad. School of Bus. Admin, 1945 
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The advertiser’s annual, 1945: an annual data book, technical record and directory jor 
all engaged in advertising and selling. (London: Business Pub. 1945. Pp. 538. 25s.) 
Determining markets and defining sales territories: with a paper on a new method 0} 
business forecasting. Marketing ser. no. 59. (New York: Am. Management Assoc. 1945. 

Pp. 27.) 

Marketing and manufacturing margins for textiles. Dept. of Agric., tech. bull. 890) 
(Washington: Supt. Docs. 1945. Pp. 148. 20c.) 

Deals with the break-down of farm-retail price spreads for textile products into 
their component charges and costs, and with the possibilities of reducing them. 

Sales compensation plans: developing standards of performance, compensation and unioni- 
zation, company plans, increasing sales of profitable items. Marketing ser. no. 61. (New 
York: Am. Management Assoc. 1945. Pp. 38. 25c.) 


Mining; Manufacturing; Construction 


Dickie, J. P. Coal: the layman’s guide to the coal industry. (London: Author, 10 Norfolk 
St., W.C. 2. 1945. Pp. 175. 5s.) 

Gopy, C. S. Reconversion problems in the Buffalo industrial area, Bur. of Lab. Stat., 
bull. no. 804. (Washington: Supt. Docs. 1945. Pp. 22. 10c.) 

HivpretH, S. P. and others. Ohio mineral resources: 3, Salt (in two parts). Ohio State 
Univ. stud., engineering ser., Vol. 14, no. 2; Eng. Exp. Sta., cire. no. 47. (Columbus: 
Ohio State Univ. 1945. Pp. 23.) 

Hotcuxiss, W. O. Minerals of might. (Lancaster, Pa.: Jaques Cattell Press. 1945. Pp. vii, 
206. $2.50.) 

Sapter, G. E. and Provuproor, B. C. Effect of war-contract cut-backs on selected plants. 
Bur. of Lab. Stat., bull. no. 818. (Washington: Supt. Docs. 1945. Pp. 20. 5c.) 

SKINNER, W. E., editor. Oil and petroleum year book, 1945. (London: Skinner. 1945 
Pp. 296. 12s. 6d.) 

Witson, H. A new deal for coal. (London: Contact Pub. 1945. Pp. 264. 8s.) 

American Bureau of Metal Statistics yearbook: 24th annual issue, 1944. (New York: 
Author, 33 Rector St. 1945. Pp. 112.) 

Coal: facts about an unknown industry. By a Colliery Manager. (London: Chapman and 
Hindus. 1945. Pp. 100. 2s. 6d.) 

Coal fields of the Midland region; North-eastern coal field; North Midland coat fidds; 
regional survey reports. Min. of fuel and power. (London: H. M. Stat. Off. 1945. 25. 
32.) 

Fuel and power: a study in industrial organization and control. (London: Gollancz. 1945. 
Pp. 17. 6s.) 

Minerals yearbook 1942; 1943. Bur. of Mines. (Washington: Supt. Docs. 1943; 1945 


Pp. 1574; 1626. $2.25; $2.50.) v. 
The 1942 volume presents the achievements of the mineral industries of the United 
States during their first full year of World War II, with information on production, 
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ition stocks, consumption, prices, employment, safety, government organization for war, 
om government stock piles, and stimulation of domestic production, with an index. The 
1043 volume records the contribution of the mineral industries during the second year 
Bus. of United States participation in the war, and gives data on metals, nonmetals, and on 
1945. employment and accidents in the mineral industries. 
y Northumberland and Cumberland coalfields, regional survey report: northern “A” region. 
ne Min. of Fuel and Power. (London: H. M. Stat. Off. 1945. 1s. 3d.) 
Oil Land Leasing act of 1920, with amendments and other laws relating to mineral lands. 
p fer (Washington: Supt. Docs. 1945. Pp. 257. 30c.) 
) Contains laws relating to Mineral Leasing act and amendments, extension of oil and 
id of eas permits, potash lands, naval petroleum reserve lands, Indian lands, mining claims, 
1945, coal, helium, war minerals relief statutes, and interstate oil compacts. 
Probable volume of post-war construction. Bur. of Labor Statistics, bull. 825. (Washing- 
891 ton: Supt. Docs. 1945. Pp. 58. 10c.) 
; Consists of a report on the probable volume of post-war construction, and on the 
into estimated site employment in post-war new construction. 
- Public works and the states. (Chicago: Counc. of State Governments. 1945. Pp. various. 
nioni- 
(New 
Report of Special Director of Rubber Programs to the War Production Board. (Washing- 
ton: Supt. Docs. 1945. Pp. 8. 5c.) 
Statistical digest, 1944. Min. of Fuel and Power. Cmd. papers. (London: H. M. Stat. 
Off. 1945. 1s. 6d.) 
orfolk Statistical tables relating to the building and civil engineering industries in wartime. Min. 
of Works. (London: H. M. Stat. Off. 1945. 3d.) 
Stat., Strategic minerals in Brazil. (New York: Brazilian Govt. Trade Bur. 1945. Pp. 14.) 
State Transportation; Communication; Public Utilities 
- Danes, E. British transport. (London: Fabian Soc. 1945. Pp. 27. 1s.) 
», vi Dennis, F. H. Electricity—public or private monopoly? (London: Gollancz. 1945. Pp. 144. 
7S. 6d.) 
plants. Gupert, G. A. Air traffic control. (Chicago: Ziff-Davis. 1945. Pp. 274. $5.) 
Hussar, F. H, Railroad Avenue: great stories and legends of American railroading. (New 
P York: McGraw-Hill. 1945. Pp. 384. $3.75.) 
194 
OprpENHEIM, S. C. The national transportation policy and inter-carrier competitive rates, 
legislative history and legal interpretation. (Harrisburg, Pa.: Evangelical Press. 1945. 
York Pp. 149. $3.) 
fork: 
Wirrup, A. C. Justice in transportation—an exposé of monopoly control. Foreword by 
, T. Arnotp. (New York: Ziff-Davis. 1945. Pp. xxii, 197. $2.50.) 
Wortnincton, A., compiler. International airways, Ref. shelf, Vol. 18, no. 2. (New York: 
feld H. W. Wilson. 1945. Pp. 275. $1.25.) 
< 2s Airport planning for urban areas. Civil Aeronautics Administration. (Washington: Supt. 
Docs. 1945. Pp. 98. 20c.) 
1945 Blueprint for world civil aviation. Dept. of State, conf. ser. 70. (Washington: Supt. of 
Docs. 1945. Pp. 34. 15¢.) 
1045 Civil air regulations: Pt. 43. General operation rules; effective July 1, 1945. Pt. 44. 
Foreign air carrier regulations; effective July 1, 1945. Pt. 49. Transportation of ex- 
United plosives and other dangerous articles; effective July 1, 1945. Pt. 60. Air traffic rules; 
uction, eVective Aug. 1, 1945, Civil Aeronautics Board. (Washington: Supt. Docs. 1945. Pp. 6; 


; 2; 6. 5S each.) 
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Civil aviation communications handbook. Prelim. ed., reptd. May 1945, Air Ministry 
(London: H. M. Stat. Off. 1945. 1s. 6d.) 


Comparative statement of railway operating statistics, individual class 1 steam railways ix 
the United States, years 1944 and 1943. Interstate Commerce Commission. (Washington: 
Supt. Docs. 1945. Pp. 63. 60¢.) 


Economic decisions of the Civil Aeronautics Board, Aug. 1941-Dec. 1942. Vol. 3. (Wash. 
ington: Supt. Docs. 1945. Pp. 954. $1.75.) 
Gives members of the Board, list of Board reports, table of cases cited, table of case; 
reported, and decisions of the Board. 


European inland transport: agreement concerning a provisional organisation, May 8, 1945 
Cmd. papers. (London: H. M. Stat. Off. 1945. 6d.) 


Financial statistics of public utilities, 1938-1944: electric and gas operating companies, 
(Chicago: C. A. Turner. 1945. Pp. 432.) 


Highway taxation, finance and administration: interpretations and definitions. (Washing. 
ton: Nat. Highway Users Conf. 1945. Pp. 14.) 

Laws relating to shipping and merchant marine. (Washington: Supt. Docs. 1945. Pp, 
554. 60¢.) 

Legal aspects of controlling highway access. Study by the Division of Financial and Ad- 
ministrative Research. Public Roads Administration. (Washington: Supt. Docs. 1945, 
Pp. 46. 15¢.) 

Gives need for controlling street and highway access, right of access, excessive costs 
and public improvements, circuity of travel doctrine, diversion of traffic theory, and 
right of view. 

List of multilateral conventions, agreements, etc., relating to communications questions. 
(Geneva: League of Nations, London: Allen and Unwin. 1945. Pp. 38. 2s.) 

Prospects and problems in aviation: a series of papers presented at the Chicago Forum on 
Aviation. (Chicago: Chicago Assoc. of Commerce. 1945. Pp. 217. $2.) 

Statistics of class 1 motor carriers for the year ended Dec. 31, 1943, compiled from annua 
reports of motor carriers of property and motor carriers of passengers, filed with the 
Interstate Commerce Commission. (Washington: Supt. Docs. 1945. Pp. 89, 60¢.) 

Transportation lines on the Great Lakes, 1945. Engineer Dept., Army, transportation ser 
3. (Washington: Supt. Docs. 1945. Pp. 68. 25¢.) 

Transportation lines on the Mississippi River System, 1945. Engineer Dept., Army, trans- 
portation ser. 4. (Washington: Supt. Docs. 1945. Pp. 222. 75¢.) 

Transport problems which arose from the war of 1914-1918: organisation for communics- 
tions and transit. (Geneva: League of Nations. London: Allen and Unwin. 1945. Pp 
52. 2s.) 


Agriculture; Forestry; Fisheries 


Acxers, C. P. Our woodlands—their sacrifice and renovation. (London: Torchstream 
1945. Pp. 32. 1s.) 
Bary, J. C. Seaman A. Knapp, schoolmaster of American agriculture. Stud. in hist. o! 
Am. agric., no. 10, (New York: Columbia Univ. Press. 1945. Pp. 320. $3.25.) 
The 19th century career of the man whose plans for education and experiment 
bridged the gap between practical farming and new scientific methods. 


Benepict, M. R. How much tariff protection for farm products? Agric. ser., no. ! 
(Berkeley: Univ. of California Press. 1945. Pp. 37.) 


LiversacE, V. Land tenure in the colonies. (New York: Macmillan. 1945. Pp. 160. $2.) 
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The problems of land tenure in the agricultural economy of more or less primitive 
parts of India, Africa and other colonial territories. 

Lveske, B. H., CaamBers, A. H. and Jounson, M. B. Farm real estate situation in five 
areas of Tennessee, 1941-1944. Rural research ser., monog. no. 185. (Washington: Bur. 
of Agric. Econ., U. S. Dept. of Agric. 1945. Pp. 52, mimeo.) 

Marste1, R. Algunas lecciones generales de la zafra de 1945. (Havana: Gomez. 1945. Pp. 
20.) 

Menzies-KrtcHin, A. W. The future of British farming. Target for tomorrow ser. (Forest 
Hills, N.Y.: Transatlantic Arts. 1945. Pp. 64. $1.75.) 

paris, B. D. and Norton, L. J. Financial position of a representative group of McHenry 
County farmers: 1940-1942. Agric. Exp. Sta., bull. 512. (Urbana: Univ. of Hllinois. 1945. 
Pp. 70.) 

Tostiese, A. S., and others. The balance sheet of agriculture, 1945. (Washington: Bur. of 
Agric. Econ., U. S. Dept. of Agric. 1945. Pp. 48, mimeo.) 

Warren, F., and others. American agricultural policies. (New Wilmington, Pa.: Econ. and 
Bus. Found. 1945. Pp. 41. 35¢.) 

Wicxizer, V. D. Rice im the western hemisphere: wartime developments and postwar 
problems. War-peace pamphs. no. 7. (Stanford University, Calif.: Food Research Inst. 
1945. Pp. vi, 48. SO¢.) 

Wuson, C. M., editor. New crops for the new world. (New York: Macmillan. 1945. Pp. 
303. $3.50.) 

Sixteen authorities discuss the tropical crops which may be grown in the Western 
Memisphere to replace the crops which we have depended upon in the Far East. 
Columbia Basin Joint investigations: types of farming, problem 2. Reclamation Bureau. 
Washington: Supt. Docs. 1945. Pp. 320. 75¢.) 

Cotton production in the United States, crop of 1944. (Washington: Bur. of the Census. 
1944. Pp. 37. 10¢.) 

Presents final figures for cotton ginning and production. 

Farming and mechanized agriculture 1944-45. (New York: Frances Sharp. 1945. Pp. 408. 
$5.) 

New farm machines and techniques, and new plans for teaching them, discussed in a 
collection of essays, chiefly British. 

A forest conservation program. (Washington: Supt. Docs. 1945. Pp. 12.) 


The farming front. A report on British agriculture in war and peace. (London: Gollancz- 
Fabian Soc. 1945. Pp. 14. 6s.) 


Financial and economic reconstruction of farms. (Canberra, Australia: Rural Reconstruc- 
tion Commission. 1944. Pp. 79.) 


Imperial agricultural bureaux: 15th annual report of Executive Council, 1943-44. (London: 
H. M. Stat. Off. 1945. 1s.) 


The Inter-American Coffee Board: second annual report, 1942-43. (Washington: Inter-Am. 
Coffee Board. 1943. Pp. 95.) 


Lond market survey in the Appalachian region. (Washington: Bur. of Agric. Econ., U. S. 
Dept. of Agric. 1945, Pp. 19, mimeo.) 

Planned and prosperous agriculture. (London: Central Books. 1945. Pp. 70. 1s.) 

Report of Combined Food Board; progress of the work from June 9, 1942, to Dec. 31, 
1944. War Food Administration. (Washington: Supt. Docs. 1945. Pp. 10. 5¢.) 


Symposium on forestry and the public welfare: papers read before the American Philo- 
sophical Society, Autumn general meeting, November 17, 1944. Proceedings, Vol. 89, no. 
2. (Philadelphia: Am. Philosophical Soc. 1945. Pp. 93. $1.) 
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Dairy and poultry market statistics, 1944. War Food Administration, Off. of Marketing 
Services. (Washington: Supt. Docs. 1945. Pp. 65.) 


Wartime land market activity—Appalachian region, 1941-44. (Washington: Bur. of Agric 
Econ., U. S. Dept. of Agric. 1945. Pp. 26, mimeo.) 


Wkat peace can mean to American farmers: postwar agriculture and employment, U. 5 
Dept. of Agric., misc. pub. no. 562. (Washington: Supt. Docs. 1945. Pp. 28. 10¢.) 


Economic Geography; Regional Planning; Urban Land; Housing 


BarHAM, H. Building as a public service. (London: Socialist Book Centre. 1945. Pp 
33. 9d.) 


Beers, H. W., editor. Kentucky: designs for her future. (Lexington: Univ. of Kentucky 
Press, 1945. Pp. 331. $1.35; paper, $1.) 

Plans for Kentucky’s agrarian-industrial development, projected by members of the 
faculty of the University of Kentucky. 


BLANpDFoRD, J., and others. Housing: today and tomorrow. Transcript no. 377. (Chicago: 
Univ. of Chicago Round Table. 1945. Pp. 17. 10¢.) 


Bowtey, M. E. A, Housing and the state, 1919-1944. (London: Allen and Unwin, 1945 
Pp. 260. 15s.) 


BroMBerc, P. Dvelmatig bouwen en wonen [prefabricated houses]. (New York: Querido 
1945. Pp. 158. $3.50.) 


Coruins, F. L. Uncle Sam’s billion-dollar baby: a taxpayer looks at the TVA. (New 
York: Putnam. 1945. Pp. 174. $2.50.) 

A critique of the Tennessee Valley Authority, in question-and-answer, dialogue form, 
from the viewpoint of a businessman. 


Faucnt, M. C. Falmouth, Massachusetts—problems of a resort community. (New York 
Columbia Univ. Press. 1945. Pp. vii, 190. $2.75.) 


Fawcett, C. B. A residential unit for town and country planning. New ed. (London 
Univ. of London Press. 1945. 3s.) 


Forty, F. J., editor. Reconstruction in the City of London: report of City Planning Con- 
mittee. (London: Batsford. 1945. Pp. iii, 32, xxxiv. 10s. 6d.) 


GrauaM, E. H. Natural principles of land use. (London: Oxford Univ. Press. 1945. Pp 
288. 16s.) 

Haysteap, L. If the prospect pleases—the West the guidebooks never mention. (Norman 
Univ. of Oklahoma Press. 1945. Pp. xiii, 208. $2.50.) 

Heap, D. The town and country planning act, 1944: an annotated analysis of the act m 
three parts. (London: Sweet and Marshall. 1945. Pp. xliii, 298. 21s.) 

Hovuspen, L. G. House life and the community. (London: Eyre and Spottiswoode. 1%5 
Pp. 66. 3s. 6d.) 

Kroner, F. L. and Nerr, P. An economic survey of the Los Angeles area. (Los Angeles 
Haynes Found, 1945. Pp. 151. $2.) 

Manoce, J. The rehousing of Britain. Foreword by Sir W. Beverivce. Target for tomorrow 
(Forest Hills, N.Y.: Transatlantic Arts. 1945. Pp. 60. $1.50.) 

Mumrorp, L. Plan for London County, (London: Faber. 1945. Pp. 40. 1s. 6d.) 


Pevzer, K. J. Pioneer settlement in the Asiatic tropics. Special pub., no. 29, nt. ¢ 
Pacific Relations, Internat. research ser. (New York: Am. Geographical Soc. 1949. *P 
306. $5.) 

“Studies in land utilization and agricultural colonization in southeastern Asia. 
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Reiss, R. L. Municipal and private enterprise housing. Edited by E. C. FAatrcHItp. 
(London: Dent. 1945. 3s. 6d.) 

RicusronD, A. C. Land settlement and town planning. (London: Faber. 1945. Pp. 32. 
is. 6d.) 

Sousa, A. Irrigation in Iraq, its history and development. (London: Luzac, 1945. Pp. 54. 

6d.) 

Wivston, O. C. The local housing authority and the architect: a working relationship in 
planning a public housing program and in designing a public housing project. (Chicago : 
Pub. Admin. Serv. 1945. Pp. 16. 60¢.) 

Observations by the Commission on the City of London’s report on post-war reconstruc- 
tion. (London: H. M. Stat. Off. 1945. 2d.) 

Greater London plan, 1944: report by Prof. Abercrombie. Min. of Town and Country 
Planning. (London: H. M. Stat. Off. 1945. 25s.) 


Houses for the people. (London: Labour Research Dept.; Central Books. 1945. Pp. 56. 15.) 


Planning and reconstruction, 1944-45. (New York: Frances Sharp. 1945, Pp. 426. $5.) 
Third in an English yearbook series of collected essays on national and international 
plans for manufacture of buildings and the reformation of towns. 
Selling price of houses. Rept. of interdepartmental committee, July 19, 1945. Cmd. papers. 
London: H. M. Stat. Off. 1945. 6d.) 
Town and country planning (Scotland) act, 1945: explanatory memorandum. Dept of 
Health for Scotland. (London: H. M. Stat. Off. 1945. 6d.) 


Labor and Industrial Relations 
CHERNICK, J. and others. A guaranteed annual wage? Transcript no. 388. (Chicago: Univ. 
of Chicago Round Table. 1945. Pp. 16. 10¢.) 


FitzpaTricK, B. H. Understanding labor. (New York: McGraw-Hill. 1945. Pp. 193. $2.) 
Observations on the types and functions of unions, and the nature and effect of labor 
legislation on industrial relations, 
Focarty, M. P. Prospects of the industrial unions of Great Britain. (London: Methuen. 
1945, Pp. 492. 32s.) 


GarpNer, B. B. Human relations in industry. (Chicago: Irwin. 1945. Pp. xi, 307. $3.) 


Gouven, C., and others. Labor and management after the war. Transcript no. 379. (Chicago: 
Univ. of Chicago Round Table. 1945. Pp, 17. 10c.) 


GrossMAN, J. William Sylvis, pioneer of American labor—a study of the labor movement 
during the era of the Civil War. (New York: Columbia Univ. Press. London: King and 
Staples. 1945, Pp. 302. $3.50.) 


Hare, A. E. G. Labour in New Zealand. (London: Whitcombe and Tombs. 1945. Pp. 54. 
7s. 6d.) 


Hit, L. H. Developing a national labor policy. Personnel ser. no. 88. (New York: Am. 
Management Assoc. 1945. Pp. 19. 25¢c.) 


Hoppe, H. H., and others. American labor policies. (New Wilmington, Pa.: Econ. and Bus. 
Found. 1945. Pp, 57. 35¢.) 

Horwoop, J. O. Salaries, wages and labor relations. Rev. ed. (New York: Ronald Press. 
1945. Pp. 135. $3.) 


Horner, J. Labour struggles in Latin America. (London: Fire Brigades Union. 1945. Pp. 
14. 6d.) 


Kuczynsxi, J. A short history of labour conditions under industrial capitalism. Vol. III, 
Pt. 1. Germany-1800 to the present day. (London: Muller. 1945. Pp. 268. 9s. 6d.) 
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Peterson, F. American labor unions—what they are and how they work. (New York: 
Harper. 1945. Pp. xiii, 338. $3.) 

Price, J. British trade unions and the war. (New York: British Information Services, 1945 
Pp. 55.) 

RAUSHENBUSH, W. Jobs without creed or color. (New York: Workers Defense League 
Pp. 32. 10c.) 


ScoviLLE, J. W. Collective bargaining. (Detroit: Newspaper Statistical Service. Pp. 47.) 


Warne, C., editor. War labour policies. (New York: Philosophical Lib. 1945. Pp, 655 
$7.50.) 

Canadian vocational training: annual report for 1944-45. Dept. of Labour, Ottawa, Canady 
(Ottawa: Cloutier. 1945. Pp. 31.) 

Issued as a supplement to Labour Gazette, August, 1945. 

Director's report. Internat. Lab. Conf., 27th sess., Paris, 1945. Rept. I. (Montreal: Internat 
Lab. Off. 1945. Pp. ii, 163.) 

Directory of important labor market areas. Rev. 1945. War Manpower Commission. (Wash- 
ington: Supt. Docs. Pp, 142. 25c.) 

Extent of collective bargaining and union status, Jan. 1945. Bur. of Labor Stat., bull. 829 
(Washington: Supt. Docs. 1945. Pp. 9. 5c.) 

Information relating to union agreement coverage, union status, and check-of 
arrangements, 

The forward march of American labor: a brief history of the American labor movement, 
written for union members. (New York: League for Industrial Democracy. 1945. Pp. 
32. 15c.) 

Guaranteed-employment and annual-wage provisions in union agreements, effective January 
1945. Bur. of Labor Stat., bull. 828. (Washington: Supt. Docs. 1945. Pp. 26. 10c.) 

A guide for supervisors: dealing with employees in compliance with the Wagner act. (New 
York: Research Inst. of Am. 1945. Pp. 16.) 

Handbook on wage incentive plans, War Production Board. (Washington: Supt. Dos. 
1945. Pp. 39. 10c.) 

Impact of the war on employment in 181 centers of war activity. Bur. of Labor Stat., bull. 
826. (Washington: Supt. Docs. 1945. Pp. 32. 10c.) 

Index to the Labour Gazette, Vol. XLIV, for the year 1944. (Ottawa: Cloutier. 1945. Pp. 
cix.) 

Labor fact book, 7. Prepared by Labor Research Assoc. (New York: Internat, Publishers. 
1945. Pp. 208. $2.25.) 

Legislative series, July-Sept., 1945. (Montreal: Internat. Lab. Off. 1945. Various Pp. $5. 
yearly.) 

Matters arising out of the work of the Constitutional Committee. Pt. 2. Revision of the 
form and arrangement of the standing orders of the conference. 27th sess., Internat. Lab 
Conf., Paris, 1945, Rept. IV (2). (Montreal: Internat. Lab. Off. 1945. Pp. iii, 54.) 

Minimum standards of social policy in dependent territories (supplementary provisions 
Internat. Lab. Conf., 27th sess., 1945. Rept. V. (Montreal: Internat. Lab. Off. 1945. 
Pp. 110.) 

National Labor Relations Board: Decisions and orders. Vol. 58. Sept. 1, 1944-Oct. 31, 19# 
(Washington: Supt. Docs. 1945. Pp. 1670. $2.75.) 

Negro women war workers. Women’s Bureau, bull. 205. (Washington: Supt. Docs. 1945 
Pp. 23. 10c.) 

Postwar labor policy: a survey of opinion. (Washington: Bur. of Nat. Affairs. 1945. 
Pp. 44.) 
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State labor laws for women with wartime modifications, Dec. 15, 1944: Pt. 1. Analysis of 
hour laws, Pt. 2. Analysis of plant facilities laws. Women’s Bureau, bulls. 202-1; 202-2. 
(Washington: Supt. Docs. 1945. Pp. 110; 43. 15¢; 10c.) 


Sirikes and lockouts in 1944, Bur. of Labor Stat., bull. 833. (Washington: Supt. Docs. 
1945, Pp. 35. 10e.) 
Statistical analysis of strikes and lockouts in 1944, strikes under War Labor Disputes 
act, and strikes and lockouts of direct concern to the National War Labor Board. 


Supervisory employees: a new problem in labor relations. (New York: Research Inst. of 
Am. 1945. Pp. 24.) 

Techniques in the negotiation of the labor contract. Selected ref., no. 5. (Princeton: In- 
dustrial Rel. Sec., Princeton Univ. 1945. Pp. 4. 10c.) 

Union agreements in the petroleum-refining industry in effect in 1944. Bur. of Labor Stat., 
bull. 823. (Washington: Supt. Docs. 1945, Pp. 19. 10c.) 

Union wages and hours in the building trades, July 1, 1944; in the baking industry, July 
1, 1944; Average hourly earnings in the explosives industry, June, 1944; Union wages 
ind hours in the printing trades, July 1, 1944. Hourly earnings in the ammunition-load- 
ing industry, 1944. Bulls. 815, 816, 819, 820, 827. Bur. of Lab. Stat. (Washington: Supt. 
Docs. 1945. Pp. 60; 62; 17; 61; 15. 10c; 10c; 10c; 15c; 10c.) 

Wages and production costs: indirect labor costs; methods improvement and wage policies; 
job classification; the union view. (New York: Am. Management Assoc. 1945. Pp. 44. 50c.) 

Year Book of labour statistics, 1943-44. 8th ed. (Montreal: Internat. Lab. Off. 1945. Pp. xx, 
265. $3; paper, $2.) 


Social Insurance; Relief; Pensions; Public Welfare 
Cavins, H. M. National health agencies. (Washington: Pub. Affairs Press. 1945. Pp. 252. 
$3.) 
Dean, H. C., compiler. Directory of health and welfare agencies in Los Angeles County. 
(Los Angeles: Welfare Counc. of Metropolitan Los Angeles, 1945. Pp. 310. $2.) 


DososynskI, A. Economics of charity. (London: Polish Catholic Book Fund. 1945. Pp. 
123. 4s. 6d.) 


Emerson, H., M.D., and Lucinsunt, M. Local health units for the nation: a report, (New 
York: Commonwealth Fund, 1945. Pp. 339. $1.25.) 


Fisuer, A. G. B. Economic progress and social security, (London: Macmillan. 1945. Pp. xi, 
362. 18s.) 

GotoMANN, F. Public medical care. (London: Oxford Univ. Press. New York: Columbia 
Univ. Press. 1945. Pp. 236. 18s. 6d.) 


Green, W. L., and others. Should Congress provide health and old age insurance for all? 
Bull. of America’s Town Meeting of the Air, Vol. 11, no. 12. (Columbus: Reader’s 
Digest. 1945. Pp. 22. 10c.) 


Laritte, F, Britain’s way to social security. (London: Pilot Press, 1945. Pp. 110. 6s.) 


Luck, M. G. and Cummanes, A. B. Standards of relief in California, 1940. (Berkeley: 
Univ. of California Press. London: Cambridge Univ. Press. 1945. Pp. vi, 232. 12s.) 


Maxnov, Z. Social insurance in the U.S.S.R. (London: Soviet War News. 1945. Pp. 45. 1s.) 


Mustarp, H. S., M.D. Government in public health. Stud. of N.Y. Acad. of Medicine, 


—— on Medicine and Changing Order. (New York: Commonwealth Fund. 1945. 
p. 235. $1.50.) 


NewMAN, T. S. Guide to the government’s proposals for national health service. (London: 
Hearts of Oak Benefit Soc. 1945. Pp. 40. 6d.) 
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: The story of friendly societies and social security. (London: Hearts of Oak Benefit 
Soc. 1945. Pp. 40. 6d.) 


British health services today. (New York: British Information Services. 1945. Pp. 27.) 
China’s relief needs. (Washington: Nat. Planning Assoc. 1945. Pp. 52. 25c.) 


Emergency welfare services: report of the studies subcommittee of the standing technica] 
committee on welfare. (New York: Columbia Univ. Press. 1945. Pp. 105. $1.) 


Health: Welsh Board of Hospitals survey: hospital services of S. Wales and Monmouthshire. 
(London: A. T. Jones, J. A. Nixon and R. M. F. Picken. 1945. 5s.) 

The hospital services of Berkshire, Bucks and Oxfordshire. (London: H. M. Stat. Off. 1945. 
5s.) 

National insurance (industrial injuries) bill: explanatory memorandum by Min. of 
National Insurance. Cmd. papers. (London: H. M. Stat. Off. 1945. 2d.) 


Consumption; Cooperation 


Dantes, J. American coédperatives: ‘yesterday—today—tomorrow. (New York: New 
Leader Publishing Assoc. 1945, Pp. 39. 25c.) 

Oxey, R. and Linrorp, E. J. Wartime food for four income levels—prices for San Francisco, 
March 1945. Issued by Heller Committee for Research in Soc. Econ. (Berkeley: Univ. of 
Calif. Press. 1945. Pp, 53, mimeo. 35c.) 

Warp, L. R. Ourselves, Inc.—the story of consumer free enterprise. (New York: Harper 
1945. Pp. x, 236. $2.50.) 

Development in consumers’ codperative movement in 1944. Bur. of Labor Stat., bull. 821 
(Washington: Supt. Docs. 1945. Pp. 16. 10c.) 

Restricted quantity and cost budget for maintenance of families or children: prices for San 
Francisco, March, 1945. Heller Committee for Research in Social Economics. (Berkeley 
Univ. of California Press. 1945. Pp. 64. 50c.) 

Wartime budget for a single woman: prices for San Francisco, March, 1945. (Berkeley: 
Univ. of California Press, 1945. Pp. 21, mimeo. 20c.) 

Wartime budgets for three income levels—prices for San Francisco, March, 1945. Issued by 
Heller Committee for Research in Soc. Econ. (Berkeley: Univ. of California Press, 1945. 
Pp. 117. 85c.) 


Population; Migration; Vital Statistics 

ApraMs, M. The population of Great Britain. (London: Allen and Unwin. 1945. Pp, 3! 
3s. 6d.) 

Capsury, L. J. This question of populations: Europe in 1970. 2nd ed. (London: News 
Chronicle, 1945, Pp. 24. 6d.) 

Farrcuitp, H. P. Population and peace: address. (New York: Planned Parenthood 
Federation of America. 1945.) 

Guna, B. S. Racial elements in the population. (London: Oxford Univ. Press. 1945. Pp. 32 
9d.) 

Marraro, H. R. Italians in New York during the first half of the nineteenth century. (New 
York: Author. 1945, 35c.) 

Montacu, M. F. A. Man’s most dangerous myth, the fallacy of race. 2nd ed. (New York 
Columbia Univ. Press. London: Oxford Univ. Press. 1945, Pp. 320. 22s.) 

Myrpat, A. Nation and family. Edited by K. Mannuerm. (London: Paul. 1945. Pp. 45 
21s.) 
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suapiro, H. L. A world full of people: the facts of population. (New York: Planned 
parenthood Federation of Am, 1945.) 


Truss, R. M. Problems of population. New ed. (London: English Univ. Press. 1945. 

Pp. 22. 6d.) 

Turp, T. A. Rural Americans on the move. (New York: Friendship Press. 1945. Pp. 24. 
25c.) 

Warner, W. L. and Srore, L. The social systems of American ethnic groups. (New Haven: 

Yale Univ. Press. London: Oxford Univ. Press. 1945. Pp. 330. 26s. 6d.) 


Britain and the birth rate. (London: Murray. 1945. Pp. 246. 21s.) 


L 


National censuses and vital statistics in France between two world wars, 1921-1942: a pre- 
liminary bibliography, (Washington: Supt. Docs. Pp. 22, mimeo.) 


National censuses and official statistics in Italy since the First World War, 1921-1944: a 
preliminary bibliography. (Washington: Supt. Docs. 1945. Pp. 58.) 


Uprooted people of the U.S.A. (New York: Friendship Press. 1945. 25c.) 


Unclassified Items 


Cuatto, C. I. and Hatrican, A. L. The story of the Springfield Plan. Preface by J. Grsn- 
uD; introd. by C. R. Mirrer. (New York: Barnes and Noble. 1935. Pp. 219. $2.75.) 
How, during the five years the Springfield Plan has been in operation, the people of 
that Massachusetts industrial city have been learning to live in a democratic way, with- 
out group antagonisms. 


Epstein, M., editor. Statesman’s year book 1945. (London: Macmillan. 1945, Pp. xxxvi, 
1479, 30s.) 


Gancit, D. R. Poona: a socio-economic survey. Part I. Economic. Gokhale Inst. of Pol. 
and Econ., pub. no. 12. (Poona, 4, India: Gokhale Inst. of Pol. and Econ. 1945. Pp. x, 
300. Rs. 15 or 30s.) 


Lonvon, K. Backgrounds of conflict—ideas and forms in world politics. (New York: Mac- 
millan. 1945. Pp. xvi, 487. $3.75.) 
MERRI 


iM, C. E. Systematic politics. (Chicago: Univ. of Chicago Press. 1945. Pp. xiii, 349. 


Annual report of the Social Science Research Council, 1943-1944. (New York: Soc. Sci. 
Research Counc. 1945. Pp. 60.) 


Business literature, 1934-1944—with cumulated index. (Newark: Newark Pub. Library, 
Bus. Branch. 1944. Various pp.) 


General education in a free society: report of the Harvard Committee. Introd. by J. B. 
Conant. (Cambridge: Harvard. 1945. Pp. 286. $2.) 


The Twentieth Century Fund: annual report, 1944. (New York: Twentieth Century Fund. 
1945. Pp. 48.) 
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Economic Theory; General Works 


Anverson, C. J. The compensatory theory of public works expenditure. Jour. Pol. Econ. 
Sept., 1945. Pp. 17. 


Baxer, J. A. Toward a theory of land income. Jour. Land and Pub. Util. Econ., May. 
1945. Pp. 7. 


Crark, T. J. New basing point problems. Harvard Bus. Rev., Vol. XXIV, No. 1, Pp. 1%, 

Dexter, B. Bagehot and the fresh eye. For. Affairs, Oct., 1945. Pp. 11. 

DunavevskayA, R. Revision or reaffirmation of Marxism? A rejoinder. Am. Econ. Rey. 
Sept., 1945. Pp. 5. 

Havek, F. A. The use of knowledge in society. Am. Econ. Rev., Sept., 1945. Pp. 12. 

Matau, G. H. T. An objective ordinal theory of value. So. Afr. Jour. Econ., June, 1945 
Pp. 12. 


Menta, J K. The concepts of static and dynamic equilibria in the general theory of valuc 
Indian Jour. Econ., July, 1945. Pp. 10. 


Roy, P. On the conception of collective wants. Indian Jour. Econ., July, 1945. Pp. 18. 
Smackte, G. T. S. Myrdal’s analysis of monetary equilibrium. Oxford Econ. Papers, Mar, 
1945. Pp. 20. 


Spencer, J. J. The physiocrats and Say’s law of markets. Jour. Pol. Econ., Sept., 1945 
Pp. 19. 


STEINDL, J. Capitalist enterprise and risk. Oxford Econ. Papers, Mar., 1945. Pp. 26. 


Vickrey, W. The effect of averaging on the cyclical sensitivity of the yield of the income 
tax. Jour. Pol. Econ., Sept., 1945. Pp. 3. 


WuuiaMs, J. Professor Douglas’ production function. Econ, Record, June, 1945. Pp. 10 


Economic History 

Craic, G. A. Great Britain and the Belgian railways dispute of 1869. Am. Hist. Rev., July 
1945. Pp. 24. 

Scuarro, J. S. Pierre Joseph Proudhon, harbinger of fascism. Am. Hist. Rev., July, 194° 
Pp. 24. 

Sureras, G. F. and Crarc, J. H. Sir Isaac Newton and the currency. Econ. Jour., June 
Sept., 1945. Pp. 25. 

Popper, K. The poverty of historicism, III. Economica, May, 1945. Pp. 21. 


National Economies 
BersHaw, H. New Zealand in the post-war world, Canadian Jour. Econ. and Pol. Sc. 
Aug., 1945. Pp. 14. 
Graypanzev, A. J. Korea divided. Far East. Survey, Oct. 10, 1945. Pp. 3. 
Keesinc, F, M. The former Japanese mandated islands. Far East. Survey, Sept., 26, 1%5. 
Pp. 3. 
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Mvnoz-Marin, L. The future of Puerto Rico. Vital Speeches, Aug. 1, 1945. Pp. 2. 


pao-CuHuAN, CHao. The agricultural economics problem of China, Jour. Farm. Econ., 
Aug., 1945. Pp. 5. 

sprecet, H. W. Latin American studies in the economics curriculum, with special reference 
to teaching material. The Americas, July, 1945. Pp. 13. 

Sremy, G. The other China. For. Affairs, Oct., 1945. Pp. 13. 


Economic Systems; Post-war Planning 


Cu-Yun, CHANG. The prospects for Chinese democracy. Pol. Sci. Quart., Sept., 1945. 
Pp. 14. 

Larwani, K. Reflections on future economic order: international and national. Indian 
Jour, Econ., July, 1945. Pp. 14. 

Lerner, A. P. Planning and freedom. Internat. Postwar Probs., July, 1945. Pp. 12. 

Papa, E. The American system and the world organization. For. Affairs, Oct., 1945. 
Pp. 9. 

Picxrorp, R. W. Communism and the psychology of economics. Soc. Rev., July-Oct., 
1943, Pp. 13. 

TANNENBAUM, F. On certain characteristics of American democracy. Pol. Sci. Quart., Sept., 
1945. Pp. 8. 

VisuniceK, M. Justification of power in democracy. Pol, Sci. Quart., Sept., 1945. Pp. 26. 


Statistical Methods; Econometrics; Economic Mathematics; Accounting 


Benson, C. B. and Kraparz, B. F. Mortality characteristics of physical property based 
upon location life table and re-use ratios. Econometrica, July, 1945. Pp. 11. 
Biovcn, C. G, Developments in accounting and auditing. Jour. of Accountancy, Aug., 1945. 


Pp. 7 


Box, K. and Thomas, G. The wartime social survey (with discussion). Jour. Roy. Stat. 
Soc., Vol. CVII, Pts. III-IV. Pp. 49. 


Bresster, R. G., Jr. Research determination of economics of scale. Jour. Farm Econ., 
Aug., 1945. Pp, 14. 


Deminc, W. E. On training in sampling. Jour. Am. Stat. Assoc., Sept., 1945. Pp. 10. 


FerraBy, J. G. Planning a mass-observation investigation, Am. Jour. of Soc., July, 1945. 
Pp. 6. 

Geary, R. C. The concept of net volume of output, with special reference to Irish data. 
Jour. Roy. Stat. Soc., Vol, CVII, Pts. III-IV. Pp. 11. 

Hacoop, M. J. and Bernert, E. H. Component indexes as a basis for stratification in 
sampling. Jour. Am. Stat, Assoc., Sept., 1945. Pp. 12. 

Hu, M. F. Some essentials of control accounting. N.A.C.A. Bull., Aug., 15, 1945. Pp. 15. 


Hutt, W. H. Two studies in the statistics of Russia. So. Afr. Jour. Econ., Mar., 1945. 
Pp. 25. 


) 


Kevritz, N. The sampling approach to economic data. Canadian Jour. Econ. and Pol. Sci., 
Aug., 1945. Pp. 11. 


KIMBALL, B.F. The failure of the unit-summation procedure as a group method of estimat- 
img depreciation. Econometrica, July, 1945. Pp. 20. 


Many, H. B. Nonparametric tests against trend. Econometrica, July, 1945. Pp. 15. 
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Masset, M. S. Reappraisal of depreciation and obsolescence. Harvard Bus. Rev., Vol. XXIVv 
No, 1. Pp. 11. 


Matz, A. Uniformity in German cost methods. N.A.C.A. Bull., Sept. 15, 1945. Pp, 13. 
McLaren, N. L. Accounting for reparations. Jour. of Accountancy, Oct., 1945. Pp. 3. 


Patterson, T. H. The commodity profit and loss report. N.A.C.A. Bull., July 15, 104: 
Pp. 6. 


SHEEHAN, D. M. The place of internal auditing. N.A.C.A. Bull., Oct. 1, 1945. Pp. 8. 


Sirvey, R. J. E., Methods of listener research employed by the British Broadcasting Coy- 
poration (with discussion). Jour. Roy. Stat. Soc., Vol. CVII, Pts. III-IV. Pp. 41, 


SmitH, V. E. Nonlinearity in the relation between input and output: the Canadian auto- 
mobile industry, 1918-1930. Econometrica, July, 1945. Pp. 13. 

Vatter, W. J. Accounting measurements of incremental cost. Jour. Bus., Univ. of Chicago, 
July, 1945. Pp. 2. 


Wa p, A. Sequential method of sampling for deciding between two courses of action, Jour 
Am. Stat. Assoc., Sept., 1945. Pp. 30. 


Wricox, E. B. Social and economic trends affecting accountancy, Jour. of Accountancy, 
Sept., 1945. Pp. 7. 


Corporate accounting principles. A statement by the Research Department of the American 
Institute of Accountants. Jour. of Accountancy, Oct., 1945. Pp. 8. 


National Income; and Product; Income Distribution; 
Consumption Statistics 


Bowman, M. J. A graphical analysis of personal income distribution in the United State: 
Am. Econ. Rev., Sept., 1945, Pp. 22. 


Com, G. From estimates of national income to projections of the nation’s budget. Soc. Re- 
search, Sept., 1945. Pp. 20. 


LireTskKER, M. S. Private estates in Russia. Trusts and Estates, Aug., 1945. Pp. 3. 
. Russia’s private incomes. Trusts and Estates, June, 1945, Pp. 5. 


Muwzer, E. The basic factors of Canada’s national income. Canadian Banker, Vol. 52, 1945 
Pp. 11. 

Panter, M. S. Estimates of gross national product, 1919-1928. Fed. Res. Bull., Sept., 1945 
Pp. 2. 

Stewart, A. Stabilization of the income of the primary producer. Canadian Jour. Econ. and 
Pol. Sci., Aug., 1945. Pp. 14. 

Income from wages and salaries in the postwar period. Mo. Lab. Rev., Sept., 1945. Pp. 13 


Prices in the second quarter of 1945. Mo. Lab. Rev., Sept., 1945. Pp. 13. 


Business Cycles and Fluctuations 


Dosrovorsky, S. P. Corporate retained earnings and cyclical fluctuations. Am. Econ. Rev 
Sept., 1945. Pp. 16. 

ForcHHemmer, K. The “short cycle” in its international aspects. Oxford Econ. Papers, Mar. 
1945. Pp. 20. 

GARLAND, J. M. Some aspects of full employment—IlI. Econ. Record, June, 1945. Pp. 14 

Jarre, A. J. and Woxrsern, S. L. Internal migration and full employment in the U. S. Jow. 
Am. Stat. Assoc., Sept., 1945. Pp. 13. 
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Ievxins, S. Australia plans full employment. Far East. Survey, Aug. 29, 1945. Pp. 3. 

Kareck!, M. Full employment by stimulating private investment? Oxford Econ. Papers, 
Mar., 1945. Pp. 10. 

McNam, M. P. The full employment problem. Harvard Bus. Rev., Vol. XXIV, No. 1. 
Pp. 21. 

Person, J. H. G. A full employment program. Am. Fed., Aug., 1945. Pp. 5. 

ReepMAN, J. N. Some reflections of the teaching of business cycle theory. [Review 
article.] So. Afr. Jour. Econ., Mar., 1945. Pp. 6. 

Snions, H. C. The Beveridge program: an unsympathetic interpretation. Jour. Pol. Econ., 
Sept., 1945. Pp. 22. 

Vivinc, R. Regional variation in cyclical fluctuation viewed as a frequency distribution. 
Econometrica, July, 1945. Pp. 31. 

Warxer, G. R. Postwar jobs—a new approach. Internat. Postwar Probs., July, 1945. Pp. 
13, 

{ustralian full-employment policy. Mo. Lab. Rev., Aug., 1945. Pp. 3. 

Canadian program for maintaining employment and income. Mo. Lab. Rev., July, 1945. 
Pp. 4. 


Public Finance; Fiscal Policy; Taxation 


Assott, C. C. Management of the federal debt. Harvard Bus. Rev., Vol. XXIV, No. 1. 
Pp. 13. 


Austin, M. Taxes after victory. Jour. of Accountancy, Aug., 1945. Pp. 9. 


sxEY, R. G. Some considerations respecting federal, state and local fiscal relations. Bull. 
Nat, Tax Assoc., June, 1945. Pp. 7. 


Bioucu, R. W. Issues in post-war taxation. Trusts and Estates, Aug., 1945. Pp. 2. 


Browne, R. New York state tax administration progress. Bull. Nat. Tax Assoc., Oct., 1945. 


Pp. 5 


Cann, N. D. Administration of the Internal Revenue Code relating to pension, profit- 
haring and stock-bonus plans. N.A.C.A. Bull., July 15, 1945. Pp. 13. 


Emerson, O. I. Revaluation and equalization of real estate taxes in a small municipality. 
Bull. Nat. Tax Assoc., June, 1945. Pp. 5, 


Gutxin, S. A. and Beck, D. Stock redemptions as taxable events under section 115 (g); 
the impressionistic test. Jour. of Accountancy, Oct., 1945, Pp. 9. 


Hart, A. A, “Model-building” and fiscal policy. Am. Econ. Rev., Sept., 1945. Pp. 28. 


Haycoop, T. F. How would a federal sales tax affect farmers? Jour. Farm Econ., Aug., 
1945. Pp. 15. 


Lasser, J. K. A report to business men on section 722. Dun’s Rev., July, 1945. Pp. 5. 


T 


LetanD, S. E. Some problems of postwar taxation. Bull. Nat. Tax Assoc., June, 1945. 
Pp. 10. 

Marx, F. M. The Bureau of the Budget: its evolution and present réle, I, Am. Pol. Sci. 
Rev., Aug., 1945. Pp. 32. 


McLeop, A. N. The financing of employment-maintaining expenditures. Am. Econ. Rev., 
Sept., 1945. Pp. 6. 


Muscrave, R. A. and SwinpieHurst, A. Tables for estimating income tax yield, Bull. Nat. 


Tax Assoc., Oct., 1945. Pp. 4. 
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RatcHrorD, B. U. The federal excess profits tax, Pt. 1: Development and present statys 
Southern Econ, Jour., July, 1945. Pp. 16. 


Rice, R. S. Problems of intergovernmental tax immunities arising out of federal contrac: 
termination and property disposal. Yale Law Jour., June, 1945. Pp. 22. 


Roserts, R. O. Thomas Chalmers on the public debt. Economica, May, 1945. Pp. 6, 
Sprinc, J. R. Municipal government and finance, Bull. Nat. Tax Assoc., June, 1945. Pp, 4 
Stevens, D. H. Real estate taxation in Maine. Bull. Nat. Tax Assoc., Oct., 1945. Pp. 5, 


Tarteau, T. N. Recovery of war losses—tax effects. Jour. of Accountancy, Sept., 1945. Pp 
100. 


Wenpp, S. M. Canada and the new dimension. Canadian Banker, Vol. 52, 1945. Pp, g 
British White Paper on war finance. Fed. Res. Bull, Aug., 1945. Pp, 31. 


The national budget as an aid in reducing deficits under assured full employment. Mo 
Lab. Rev., Aug., 1945, Pp. 5. 


Treasury financing and bank credit. Fed. Res. Bull., Aug., 1945. Pp. 8. 


Money and Banking; Short-Term Credit 


AKANTHOs. The Cohen committee and the banks. Bankers’ Mag., Sept., 1945. Pp. 6. 


Biack, J. D. Agricultural credit policy in the United States, 1945. Jour. Farm Econ., Aug 
1945. Pp. 24. 


Coreman, G. W. The effect of interest rate increases on the banking system. Am. Econ 
Rev., Sept., 1945. Pp. 3. 


Harris, S. E. A one per cent war? Am. Econ. Rev., Sept., 1945. Pp. 5. 

Hr1-Rew, W. S. The art of lending. Bankers’ Mag., Aug., 1945. Pp. 3. 

Hopper, H. G. Wartime changes in banking practice. Bankers’ Mag., July, 1945. Pp. 5. 

Makrn, F. B. War finance and British banking functions. Canadian Banker, Vol. 52, 1945 
Pp. 6. 

Nose, S. R. Industrial development bank. Canadian Banker, Vol. 52, 1945. Pp. 7. 

Rocers, A. W. The 1944 revision of the Bank Act. Canadian Banker, Vol. 52, 1945. Pp. 1! 

SamvuELson, P. A. The turn of the screw. Am. Econ. Rev., Sept., 1945. Pp. 3. 

Viner, J. Clapham on the Bank of England, Economica, May, 1945, Pp. 8. 


International Trade, Finance and Economic Policy 
BaLoucH, T. Some theoretical problems of post-war foreign investment policy. Oxford 
Econ. Papers, Mar., 1945. Pp. :8. 
BiwwE LL, P. W. Imports in the American economy. For. Affairs, Oct., 1945. Pp. 14. 
Brown, C. C. The Combined Boards. Dept. of State Bull., July 1, 1945. Pp. 4. 


Butter, G. H. Inter-American relations after World War II. Dept. of State Bull., July 1 
1945. Pp. 12. 


Devutscu, J. J. International cartels. Canadian Banker, Vol. 52, 1945. Pp. 5. 


Duttes, J. F. The United Nations: a prospectus. The General Assembly, For. Affairs, Oct 
1945. Pp. 11. 

Exuiott, F. F. A proposed world trade board for expanding international trade. Jour. Fam 
Econ., Aug., 1945. Pp. 20. 
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unTHER, M. Swedish foreign policy during the war. Vital Speeches, Sept. 1, 1945. Pp. 4. 


Hoover, H. Post-war foreign loans—safeguard the American economy. Vital Speeches, Oct. 
1, 1945. Pp. 4. 


IonnsTONE, W. C. Trusteeship for whom? Far East. Survey, June 20, 1945. Pp. 4. 


Kane, R. K. The United Nations: a prospectus. The Security Council. For. Affairs, Oct., 
1945. Pp. 14. 


vansveTov, F. S. Russia and China in Outer Mongolia. For. Affairs, Oct., 1945. Pp. 10. 
RusminskY, L. Anglo-American trade prospects. Econ. Jour., June-Sept., 1945. Pp. 18. 
enBERG, F. Japan’s economic imperialism. Soc. Research, Sept., 1945. Pp. 22. 


syrert, H. C. The business press and American neutrality, 1914-1917. Miss. Valley Hist. 
Rev., Sept., 1945. Pp, 16. 


Tart, R. A. Government guarantee of private investments abroad. Vital Speeches, Aug. 1, 


H. A. Industrialization of the world—‘“seed” capital must be used effectively. 
Speeches, July 15, 1945. Pp. 3. 


R. J. Assaying San Francisco. Am. Fed., July, 1945. Pp. 3. 

_C. L. The Argentine meat question. Geographical Rev., Oct., 1945. Pp. 13. 
(nnual report of the Bank for International Settlements. Fed. Res. Bull., Sept., 1945. Pp. 27. 
Export-Import Bank act of 1945, Fed. Res. Bull., Aug., 1945. Pp. 3. 


Financial and trade discussions between the U.S. and Belgium. Dept. of State Bull., Sept. 
23, 1945. Pp. 6. 


ral policy statement of the Export-Import Bank of Washington. Dept. of State Bull., 
23, 1945. Pp. 5S. 


ration of export controls. Dept. of State Bull., Sept. 16, 1945. Pp. 4. 


Business Finance; Insurance; Investments; Securities Markets 


W. D. The modern carpet-baggers. Trusts aud Estates, June, 1945. Pp. 5. 


P. J. and Luunow, C. C. The modern corporate report. Trusts and Estates Aug., 
5. Pp. 6. 


C. K. Small business and its financial requirements. Dun’s Rev., Aug., 1945. Pp. 5. 
M. Renegotiating 1944 profits. Jour. of Accountancy, July, 1945. Pp. 9. 


J. K. Check list to find the effect of the excess-profits tax upon reorganizations. 
ur. of Accountancy, Oct., 1945. Pp. 7. 


r, E. S. Current problems in the presentation of financial statements. N.A.C.A. 
|, Aug. 15, 1945. Pp. 4. 


Rix, M.S. Company law: 1844 and today. Econ. Jour., June-Sept., 1945. Pp. 19. 
HWARTZ, G. L. Company law reform. Bankers’ Mag., Sept., 1945. Pp. 7. 


Margin requirements for purchasing securities—amendments to regulations T and U. Fed. 
Res. Bull., Aug., 1945. Pp. 4. 
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BorcHarbD, E. Treaties and executive agreements—a reply. Yale Law Jour., June, 194; 
Pp. 49. 


Burton, H. The Australian war economy, November, 1944-May, 1945. Econ. Record, June 
1945. Pp, 22. 


CHAMBERLAIN, L. H. Congress—diagnosis and prescription. Pol. Sci. Quart., Sept., 194: 
Pp. 9. 


Croven, S. B. Clio and Mars: the study of World War II in America. Pol. Sci. Quart 
Sept., 1945. Pp. 12. 


Desar, M. B. War and rural indebtedness in Gujuarat. Indian Jour. Econ., July, 1945, Pp 
ag, 


Hancuer, V. M. Citizenship and public service. Vital Speeches, Aug. 1, 1945. Pp: 4. 


Jacoss, W. Our economic straitjacket—monopoly gnaws at our economic vitals. Vjts) 
Speeches, Aug. 15, 1945, Pp. 3. 


KurncsBerc, F. W. The Southern Claims Commission: a postwar agency in operation. Miss 
Valley Hist. Rev., Sept., 1945. Pp. 20. 


Lanory, R. S. The Federal Trade Commission and “unfair competition” in foreign trade 
Am. Econ, Rev., Sept., 1945. Pp. 10. 


Leavens, D. H. Diversification of planning. Trusts and Estates, Sept., 1945. Pp. 3. 


McDoveat, M. S. and Lans, A. Treaties and contressions—executive or presidential agree- 
ments: interchangeable instruments of national policy: II. Yale Law Jour., June, 1945 
Pp. 82. 


O’Manoney, J. C. The monopoly evil. Am. Fed., Oct., 1945. Pp. 2. 


RAJALAKAHMAN, D. V. Cereal rationing in the Madras presidency. Indian Jour. Econ 
July, 1945. Pp. 8. 


Reitz, J. W. War-time price control of fresh citrus fruits. Jour. Farm Econ., Aug., 1945 
Pp. 18. e 


RotTuscuHixp, K. W. Rationing and the consumer. Oxford Econ. Papers, Mar., 1945. Pp. 1 


Ruccies, C. O. Government control of business. Harvard Bus. Rev., Vol. XXIV, No. | 
Pp. 19. 


Scott, F. R. Constitutional adaptations to changing functions of government. Canadian 
Jour. Econ. and Pol. Sci., Aug., 1945. Pp. 13. 


SHIsHKIN, B. Chaos or common sense? Am. Fed., July, 1945. Pp. 4. 
SmitH, F. Industry, government and labor. Vital Speeches, Sept. 1, 1945. Pp. 5 


Situ, H. R. The problem of evaluating regulatory policy. Southern Econ, Jour., July 
1945. Pp. 13. 
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Economic effects of changing war program. Fed. Res. Bull, July, 1945. Pp. 8. 


Executive order to stabilize national economy during transition from war to peace. Fed 
Res. Bull., Sept., 1945. Pp. 3. 


National Economic Planning Commission for Brazil. Mo. Lab. Rev., Aug., 1945. Pp. 2 
Price Control in Canada. Mo. Lab. Rev., Aug., 1945, Pp. 11. 

Transition to peacetime economy. Fed. Res. Bull., Sept., 1945. Pp. 15. 
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worews, R. H. and Hix, C. Direct settlement of terminated war contracts on a com- 
ide basis. Jour. of Accountancy, Aug., 1945. Pp. 8. 


en, H. R. Turnover of business enterprises. Jour. Bus., Univ. of Chicago, Apr., 1945. 


F. T. A comparison of direct-mail and magazine cost in pharmaceutical advertis- 
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F. Contract terminations and momentum costs. N.A.C.A. Bull., Aug. 1, 1945. 
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Barnet, J. W. Tin in the Far East. Dept. of State Bull, Sept. 16, 1945. Pp. 4. 
BeacHaM, A. Efficiency and organisation of the British coal industry. Econ. Jour., June- 
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Lortus, J. A. Petroleum in international relations. Dept. of State Bull., Aug. 5, 1945, Pp, ; 
Mutter, C. Aluminum and power control. Jour. Land and Publ. Util. Econ., May, 194; 
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Prowter, M. How a $41 million war contract was terminated. Jour. of Accountann 
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Ruopes, E. C. Output, labour and machines in the coal mining industry in Great Britain 
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WEIDENHAMMER, R. M. Metal and mineral consumption in the next quarter centur- 
Dun’s Rev., Aug., 1945. Pp. 4. 
Anglo-American petroleum agreement. Dept. of State Bull., Sept. 30, 1945. Pp. 3 


Wartime productivity changes in the airframe industry. Mo. Lab. Rev., Aug., 1945. Pp. 11 
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Currie, A. W. The Board of Transport Commissioners as an administrative body. Canadian 
Jour. Econ. and Pol. Sci., Aug., 1945. Pp. 17 
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Hvripurt, V. L. Forage land requirements in the northeast region. Jour. Land and Pub. 
Util. Econ., May, 1945, Pp. 10. 

Lat, H. Agriculture in the Bombay plan. Indian Jour. Econ., July, 1945. Pp. 18. 

MarnoTra, P. C. A policy of stabilization of agricultural prices. Indian Jour. Econ., July, 
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Suprrin, F. Administration of Canadian wartime agricultural policies. Jour. Land and 
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Snvcnat, A. S. A mote on conditions of cotton marketing at Hatras in 1944. Indian Jour. 
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TostieBE, A. S. Estimate of Series E bond purchases oy farmers. Jour. Am. Stat. Assoc., 
Sept., 1945. Pp. 13. 


Warxins, W. F. Future use of fertilizers. Land Pol. Rev., Fall, 1945. Pp. 5. 
Werpon, R. L. Canada’s mighty twins. Canadian Banker, Vol. 52, 1945. Pp. 10. 
Third inter-American conference on agriculture. Dept. of State Bull., July 8, 1945. Pp. 5. 


Wartime changes in agricultural employment. Mo. Lab. Rev., Sept., 1945. Pp. 9. 


Economic Geography; Regional Planning; Urban Land; Housing 


AnceL, A. D. Wanted: one responsible administration for the greater central valley project 
of California, Jour. Land and Pub. Util. Econ., May, 1945. Pp. 8. 


Bates, H. C. The challenge of housing. Am. Fed., Sept., 1945. Pp. 3. 
Baver, C. Housing in the United States: problems and policy. Internat. Lab. Rev., July, 
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Nova Scotia Royal Commission on development and rehabilitation. Lab. Gazette, Aug 
1945. Pp. 3. 


Labor and Industrial Relations 


ALLEN, G. C. An aspect of industrial reorganisation. Econ. Jour., June-Sept., 1945. Pp. 13 

Batperston, C. C. Balance in wage setting. Harvard Bus. Rev., Vol. XXIV, No, 1, Pp, ¢ 

Davucuerty, C. R. The field of labor economics: a review. Am. Econ. Rev., Sept., 1945 
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FELDMAN, H. Annual wage plans and some of their practical problems. Adv. Mana. 
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Haser, D. Aspects of wage stabilization by the National War Labor Board. Mich Lay 
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McMurray, R. N. and Jounson, D. L. Development of instruments for selecting and 
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Meany, G. Trade unions must be free. Vital Speeches, Oct. 1, 1945. Pp. 6. 

and Donerty, W. C. British labor today. Am. Fed., Oct., 1945. Pp. 3. 

Morton, W. A. Unemployment and the “functional” view. Am. Fed., Oct., 1945. Py 

Nose, G. B. Trends in wage policy under the War Labor Board. Oregon Bus. Rey 
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Noranp, E. W. Worker attitudes and industrial absenteeism: a statistical appraisal. An 
Soc. Rev., Aug., 1945. Pp. 8. 

NorRDENSKIOLD, O. The organisation of salaried employees in Sweden. Internat. Lab. Rey 
July, 1945. 

Oxps, I. S. Some aspects of the proposed guaranteed wage. Vital Speeches, Aug. 1, 1945 
Pp. 4. 

Rostas, L. Productivity of labour in the cotton industry. Econ. Jour., June-Sept., 1945 
Pp. 14. 
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July, 1945. Pp. 15. 
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Employment conditions in Italy, 1944-45. Mo. Lab. Rev., Sept., 1945. Pp. 9. 
The employment situation in France. Internat. Lab. Rev., July, 1945. Pp. 10. 
shor conditions in copper mining in Peru, 1939 and 1945, Mo. Lab. Rev., July, 1945. 
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‘ite employment in postwar mew construction. Mo. Lab. Rev., July, 1945. Pp. 13. 
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Wartime employment in cotton-duck manufacture. Mo. Lab. Rev., Aug., 1945. Pp. 8. 
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Pp, 3, 4. 
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CuurcHitt, A. C. Codperatives in Japan. Far East. Survey, Aug. 1, 1945. Pp. 4. 
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FarrFAX-CHOLMELEY, E. Chinese codperatives in the Northwest. Far East. Survey, July 18, 
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Population; Migration; Vital Statistics 


E. G., Jr. The 1940 census of Manchuria. Far East. Quart., May, 1945. Pp. 20. 


Brewster, J. M. Farm technological advance and total population growth. Jour. Farm 
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IER, J, United States Indian Administration as a laboratory of ethnic relations. Soc. 
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Hupson, M. O. The new World Court. For. Affairs, Oct., 1945. Pp. 10. 
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David Kinley 


1861-1944 


Doctor David Kinley died on December 3, 1944, in Urbana, Illinois. He 
was born on August 2, 1861 in Dundee, Scotland, and came to the United 
States with his father in 1872. His preliminary training was obtained at 
Phillips Academy at Andover, Massachusetts, from where he went to Yale. 
\fter graduation from that university with an A.B. degree he became the 
principal of the North Andover High School. He held this post for six years 
and in 1890 went to Johns Hopkins to study for his Master’s and Doctor’s 
degrees; these studies were carried on mainly under Professor Richard Ely. 
When two years later the latter was called to the University of Wisconsin, 
he invited Kinley to go with him, because, as Ely put it, “he knew Kinley’s 
capacity for thought would make him an excellent pace setter for graduate 
students.” Subsequent events proved the correctness of Ely’s estimate of 
Kinley’s mentality and his ability to inspire and to lead students, Any one 
who sat in on the economic seminars conducted by Dr. Kinley at Illinois could 
not have failed being impressed by the brilliancy of his intellect, by his 
quick evaluation of facts versus opinions, by his constructive criticisms, by 
the way he could arouse the student’s interest in fundamentals, by his 
kindly and wise council. Kinley was a great teacher, though this accomplish- 


ment was overshadowed in later years by his organizing and administrative 


It was from the University of Wisconsin that Kinley obtained his Ph.D. 
egree; his dissertation dealt with the history, organization and influence 
{ the Independent Treasury of the United States. During his second year at 
Johns Hopkins Kinley served there as an assistant and he also taught at the 
Women’s College in Baltimore. He held a fellowship and assistantship at 
Wisconsin. 

In 1893 Kinley came to Illinois as an assistant professor of economics; 
in the following year he was made a full professor and the head of the depart- 
ment, which position he held until 1915. In 1894 he was also appointed the 
Dean of the College of Literature and Arts. 

It was the administrative genius of Dr. Kinley which took him gradually 
away from research, from systematic writing and teaching. Already in 1904 
in the introduction to his book on Money he spoke of the harassing incidents 
‘his administrative work and expressed the doubt whether he would have 
nad the patience to finish the task if it were not for the encouragement 
and help of his friends. 

_As the years went by Kinley’s administrative responsibilities had been 
increasing. He went from the Deanship of the Literature and Arts College 

) that of the Graduate School, having held concurrently the Directorship 
of the courses of Training for Business, which he later organized into a 
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College of Commerce and Business Administration; he then became the Vice. 
President, the Acting President and finally in 1920 the President of the 
University. He devoted himself with singleness of purpose and indomitable 
energy to the upbuilding of the University of Illinois and under his able leader. 
ship it became one of the leading institutions of learning in the country and 
Dr. Kinley grew in stature with it as one of the soundest educational thinkers 
in the land. His genius guided the University successfully through some of 
the most difficult years of its existence; but the gain to the educational 
system of the state and the nation was a distinct loss to economic science and 
to the teaching profes:ion. 

In 1897 Kinley married Kate Ruth Neal, whose gracious manners and 
charming personality endeared her to all those who learned to know her. She 
died in 1931 in Hong Kong while accompanying Dr. Kinley on a trip to the 
Orient in the interests of the Chicago Centennial Exposition. The loss of his 
congenial life partner was a severe blow to Kinley from which he seemed never 
to have fully recovered. 

Kinley’s main field of interest in economics was money and banking 
The first edition of his book on Money with a subtitle, A Study of the Theory 
of the Medium of Exchange, was preceded by the works of Professors Laughlin 
and Scott which appeared a year earlier and with whose views on the influence 
of credit and on the relation of the quantity of money to its value Kinley 
disagreed, Kinley’s book was quickly recognized as a very thought-provoking 
and able presentation of the problem and it continued to be considered as a 
standard treatise on the subject and used as such for over a quarter of a 
century; it has been translated twice into the Chinese language. 

When, following the panic of 1907, a national monetary commission was 
created Kinley was asked to prepare for it two monographs, one dealing with 
“The Independent Treasury of the United States and Its Relation to the Banks 
of the Country” and the other on “The Use of Credit Instruments in Pay- 
ments in the United States.” In the latter work he continued the studies which 
he made conjunctive with the Comptroller of the Currency and some other 
investigators in 1896. He drew some valuable conclusions regarding the effect 
of credit transactions on the level of prices. 

In 1909 Kinley was asked by Professor Patton to serve as chairman o! 
a committee to consider the enlargement of the Economic Bulletin and the 
unification of the publications of the American Economic Association. As 2 
result of the committee’s findings there was launched the American Economic 
Review. 

From 1906 to 1907 Kinley was a member of the [Illinois Industrial 
Insurance Company. In 1910 and again in 1930 he served as a member of the 
Illinois Tax Commission. 

In 1910 the government appointed him a delegate to the Fourth Interna 
tional Conference of American States at Buenos Aires and also an envoy on spe 
cial mission to Chile to represent the United States at the Centennial of Chilean 
Independence. In 1915 Kinley was a delegate to the second Pan Americal 
Scientific Congress held in Washington, D.C. From 1913 to 1932 he wa 
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, member of the Committee on Research, in the Division of Economics and 
History, Carnegie Endowment for International Peace and he acted as the 
editor of the Preliminary Economic Studies of the First World War carried 
» under the auspices of the Endowment, He was a member of other com- 
mittees too numerous to mention. His interest in communal affairs was perhaps 
best exemplified by a most active part which he took in helping to reopen 
the First National Bank of Champaign which had to close its doors due to an 
ynwarranted run on the bank. In 1932 he was elected Chairman of the Board 
of Directors of the bank and remained in this capacity for eight years. 

Dr, Kinley’s economic yiews were largely colored by the ideas of the 
classical school; he realized that the economic world had moved since the 
davs of Smith, Ricardo and Mill, but he contended that fundamentals have 
not changed and in his theoretical concepts he remained a more or less close 
adherent to the views expressed by the classical economists; his warnings 
against the ever increasing control of economic and other activities by federal 
authority, though expressed repeatedly in his various speeches and writings, 
were perhaps best summarized in his presidential address before the American 
Economic Association in 1914, when thirty years ahead of Professor Hayek’s 
book, The Road to Serfdom, he warned that, since the government has been 
recognized as having a right to regulate economic conditions, it will be pushed 
by the ruling classes toward regulation or control of the rights of others in 
politics, religion and in other ways. He felt that the destruction of individual 
freedom was a high price to pay for a temporary or perhaps even a permanent 
increase in economic welfare; according to him such welfare could be attained 
without so great a sacrifice. 

In 1936 there appeared a book containing some of the most important 
addresses and papers written by Dr. Kinley while he was President of the 
University and since he became President Emeritus. It covers a wide variety 
f topics from Trusts and the Fallacy of the Commodity Dollar to Academic 
Freedom, Democracy and Scholarship, and The Relation of the Church to 
Social Reform. As one reads one paper after another one become ever increas- 
ingly aware of the straight-forward thinking of the man, of his keen analysis 
of the problems under discussion, of his clear presentation of the issues, of 
his wisdom and vision. 

Dr. Kinley was never sparing of himself, always assuming heavy tasks 
and seeing to it that they should be carried out, however difficult and 
unpleasant they may have been, He was a determined fighter for what he 
considered just. On one of my last visits at the hospital, just a few weeks 
before Kinley’s death, I found him reading Professor Ely’s autobiography. 
Feeble as he was, sitting slumped in a large chair, too large for his emaciated 
body, he showed me certain passages in Ely’s book. With pride and with 
some of the fire which often illuminated his face in former years he spoke 
of the way he carried on to successful conclusion the defense of Ely, who 
was ill at the time, against the attacks of the Wisconsin Superintendent 
of Education who accused Ely of radicalism, of economic “heresy,” of en- 
couraging strikes and practicing boycotts. 
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Kinley died as he lived, misunderstood and disliked by some because 
of his seeming aloofness, of what was described as his ultra-conservatism and 
because of the biunt way in which he at times expressed himself without 
mincing words; but respected and admired by many, even by those who not 
always agreed with him, for his intellectual integrity, his indomitable energy, 
his unflinching courage, his capacity for work, his unwillingness to sacrifice 
principles on the altar of expediency, his belief in the dignity of man and his 
almost passionate plea for the preservation of the freedom of the individual 
against the encroachment of power, whatever the source of that power may be. 

SIMON LITMAN 


University of Illinots 
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NOTES 


FIFTY-EIGHTH ANNUAL MEETING OF THE 
AMERICAN ECONOMIC ASSOCIATION 


Cleveland, Ohio—January 24 to 27, 1946 


Preliminary Announcement of Program 


The fifty-eighth annual meeting of the American Economic Association will be held in 
Cleveland, beginning Thursday evening, January 24, and ending Sunday afternoon, 
January 27, 1946. 

At the time of the spring meeting of the Executive Committee prospects for a national 
neeting were so discouraging (at the least, so uncertain) that no definite plans were 

jopted. Determination of tirne and place of meeting, with authority to cancel the annual 
meeting altogether, was left to the President and the Secretary. When the ban on conven- 

ns was lifted in September, it iwas decided to revive the cancelled arrangements of 1942 
it Cleveland. 

We acted independently, however, and are not planning joint meetings with the other 
members of the social science group. At this late date it was not feasible to delay the 
preparation of our own program in order to explore the possibilities of such joint 
s; and there was also considerable sentiment among the membership that a 
separate meeting of the Association at this juncture would be salutary. After our plans 
were announced a number of organizations decided to meet at the same time and place. 
These now include the American Statistical Association, the American Finance Association, 
the Economic History Association, the Econometric Society, and the American Association 
f University Teachers of Insurance. In the final issue of the program some of our 
sions may appear under joint sponsorship with some of these organizations; but they 

be joint only in a formal way, and our own Association assumes full responsibility 
for its entire program. 

The dates chosen for the meetings are largely the result of circumstances beyond our 

The likelihood of extra-heavy pressure upon transport facilities and hotel ac- 
nodations during the Christmas holidays virtually limited our choice to the dates 
actually adopted. With the rather complicated university calendars which now prevail— 
ncluding not only semester and quarter systems but odd periods dictated by military 
rograms—and with vacations sharply curtailed at many institutions, no dates would 
have fit all schedules. Since this will be our first meeting on a national scale in four years, 

t is hoped that members will decide to attend even though it may mean coming on 
company time.” 

{ll our meetings will be held at Hotel Cleveland, where a limited number of rooms 
have been reserved for our use for the period of the meetings. Jt is urgent that individual 
reservations be made early. This hotel will also serve as our headquarters. Other hotels— 
the Statler, the Hollenden, and the Carter—are within easy reach. Local arrangements 

e being made by Mr. Daniel A. Hill (1400 Hanna Building), assisted by Dr. Russell 
Weisman (Western Reserve University). 

The following program was arranged by President I, L. Sharfman, with the assistance 
{ some key participants and various Association committees in charge of some of the 
scheduled round tables. The gaps still remaining are indicated in this preliminary issue. 
‘he final issue of the program will be available for distribution at the time of registration. 

The Executive Committee plans to meet all day Thursday, January 24, but the opening 
session—a round table on the problem of “full employment”—will be held Thursday 
evening. On Friday three sessions will be held concurrently in the morning and afternoon, 
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in addition to a Luncheon Meeting and the evening session for the Presidential Address 
On Saturday there will be three concurrent sessions in the morning, afternoon, and evenings 
and also a Luncheon Meeting. Sunday morning and afternoon are each reserved for . 
single round table deemed to be of interest to the entire membership. 

It will be noted that a mixed program, covering a considerable variety of subjects, has 
been arranged. The emphasis is placed upon matters of public policy in crucial and 
representative directions, but attention is also given to the interpretation of recent economic 
history, the development of economic thought, and the analysis of economic conditions. 
As far as possible opportunity has been afforded for the presentation of conflicting 
viewpoints. 

The following scheduled round tables are in charge of Association committees, through 
their chairmen: Monetary Policy (James W. Bell); Publication of an Annual Review 
of Economics (Joseph J. Spengler); Agricultural Price Supports (Elmer J. Working): 
Economic Research (Simeon E. Leland); Consensus among Economists (Corwin D 
Edwards); Teaching of Economics (Horace Taylor). 


Thursday, January 24 


1. MEETING OF EXECUTIVE COMMITTEE (10:00 A.M.) 
2. ROUND TABLE ON THE PROBLEM OF “FULL EMPLOYMENT” (8:00 P.M.) 
Chairman: Major Paul H. Douglas, USMCR 
“Facis, Issues, and Policies,” Albert G. Hart, Committee for Economic Development 
“Monetary-Fiscal Policy and Employment,” Alan R. Sweezy, Williams College 
“‘Wage-Price Policy and Employment,” Sumner H. Slichter, Harvard University 
Discussion: John H. G. Pierson, Department of Labor 
William J. Fellner, University of California 
Clark Warburton, Federal Deposit Insurance Corporation 
Robert B. Bryce, Department of Finance, Ottawa, Canada 
Abba P. Lerner, New School for Social Research 
Edwin E. Witte, University of Wisconsin 


Friday, January 25 


3. THE AMERICAN ECONOMY IN THE INTERWAR PERIOD (9:30 A.M.) 
Chairman: Earl J. Hamilton, Northwestern University 
“The Decade of the Twenties,” Joseph A. Schumpeter, Harvard University 
“The Decade of the Thirties,” Arthur Smithies, Bureau of the Budget 
Discussion: Alexander Sachs, New York, N. Y. 
Garfield V. Cox, University of Chicago 
George Terborgh, Research Director, Machinery & Allied Products 
Institute 


4. POSTWAR LABOR RELATIONS (9:30 A.M.) 
Chairman: To be announced 
“Public Policy in Labor Relations,” William M, Leiserson, Johns Hopkins University 
“Collective Bargaining in the Public Service,” Joseph Mire, Economist, American 
Federation of State, County, and Municipal Employees 
“Democracy in Trade Unions,” Philip Taft, Brown University 
Discussion: Herbert R. Northrup, New York University 
Dexter M. Keezer, Department of Economics, McGraw-Hill Publishing 
Company 
Charles W. Anrod, Loyola University 
Mark Starr, Educational Director, International Ladies’ Garment 
Workers’ Union 
Lloyd G. Reynolds, Yale University 


5. ROUND TABLE ON MONETARY POLICY (9:30 A.M.) 


Chairman: To be announced 
A discussion of substantive problems and possible solutions suggested by monetar) 
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questionnaires on domestic and international issues submitted to selected panels 
of specialists in this field by Ad Hoc Committee on Monetary Policy (Frederick 
A. Bradford, Benjamin H. Beckhart, Howard S. Ellis, Seymour E. Harris, Ray 
B. Westerfield, Leonard L. Watkins, James W. Bell, Chairman) 

Topics: Commercial Bank Reserve Requirements; Government Guarantee of Loans 
and Financial Aid; Federal Reserve Credit Control and Extension of Powers; 
Relation of Federal Reserve System to the Treasury; Government Ownership 
and Operation of Banks; Monetary Effects of Public Debt Policy; 100% Re- 
serve Money; Determining Postwar Exchange Parities; Exchange Controls and 
Domestic Business Fluctuations; Extent to which a Nation Can Permit Freedom 
of International Payments; Blocked Sterling Balances; Lend-Lease and Foreign 
Loans and Investments. 

Participants, including some members of the Committee, will present opening state- 
ments and brief discussion reports on selected topics. 


UNCHEON MEETING (12:30 P.M.): Speaker and subject to be announced 


THE CHANGING STRUCTURE OF THE AMERICAN ECONOMY (2:30 P.M.) 


Chairman: Robert D. Calkins, Columbia University 
“Shifts in the Geographical and Industrial Pattern of Economic Activity,” Blair 
Stewart, Reed College 
Significant Changes in Commodity and Labor Markets,” Richard B. Heflebower, 
Brookings Institution 
“The New Debt Structure,” Lawrence H. Seltzer, Wayne University 
Discussion: Glenn E. McLaughlin, War Production Board 
Francis M. Boddy, University of Minnesota 
Ewald T. Grether, University of California 
Donald B. Woodward, Research Assistant to the President, Mutual Life 
Insurance Company of New York 
Ralph A. Young, National Bureau of Economic Research 


3. ECONOMIC PROBLEMS OF FOREIGN AREAS (2:30 P.M.) 


Chairman: To be announced 
“Economic Reconstruction in the Far East,” Charles F. Remer, University of 
Michigan 
The Financial Position of China and Japan,” Frank M. Tamagna, Federal Reserve 
Bank of New York 
“Trends and Conflicts in the British Economy,” Mary E. Murphy, Hunter College 
Discussion: John D. Sumner, Department of State 
Horace Belshaw, Institute of Pacific Relations 
Warren S. Hunsberger, Department of State 
Lloyd A. Metzler, Board of Governors of Federal Reserve System 
Donald F. Heatherington, Department of Commerce 


ROUND TABLE ON PUBLICATION OF AN ANNUAL REVIEW OF ECONOMICS (2:30 P.M.) 
Chairman: Eveline M. Burns, New York, N. Y. 
Participants: Donald H. Wallace, Office of Price Administration 
Edward S. Mason, Harvard University 
Joseph S. Davis, Stanford University 
Morris A. Copeland, National Bureau of Economic Research 
Albert B. Wolfe, Ohio State University 
E. A. Goldenweiser, Board of Governors of Federal Reserve System 
Norman S. Buchanan, Twentieth Century Fund 
Seymour E, Harris, Harvard University 
Simeon E. Leland, University of Chicago 
Aryness Joy Wickens, Department of Labor 
Corwin D. Edwards, Northwestern University 
Joseph J. Spengler, Duke University 
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10. PRESIDENTIAL ADDRESS (8:00 P.M.) 


Saturday, January 26 


11. NEW FRONTIERS IN ECONOMIC THOUGHT (9:30 A.M.) 

Chairman: Albert B. Wolfe, Ohio State University 
“Immutable Law in Economics and its Limitations,” Frank H. Knight, University 
of Chicago 
“The Impact of the Great Depression,” Clarence E. Ayres, University of Texas 
“The Impact of Total War,” Ralph H. Blodgett, University of Illinois 
Discussion: Edward H. Chamberlin, Harvard University 

Herbert von Beckerath, Duke University 

David McCord Wright, University of Virginia 

Victor Abramson, Office of Alien Property Custodian 

Abram L. Harris, Howard University 

John Kenneth Galbraith, Board of Editors, Fortune Magazine 


12. ROUND TABLE ON POSTWAR SHIPPING POLICY (9:30 A.M.) 


Chairman: To be announced 
“The Wartime Merchant Fleet and Postwar Shipping Requirements,” Hobart S 
Perry, United States Maritime Commission 
“United States Shipping Policy and International Economic Relations,’ Henry L 
Deimel, Jr., Department of State 
“The Determination of Postwar Ocean Freight Rates,” Daniel Marx, Jr., Dartmouth 
College 
Discussion: Ralph H. Hallett, United States Maritime Commission 
John G. B. Hutchins, Cornell University 
Others to be announced 


13. ROUND TABLE ON MONOPOLY AND COMPETITION (9:30 A.M.) 
Chairman: Frank A. Fetter, Princeton, N. J. 
“The Outlook for Effective Competition,” George P. Comer, Department of Justice 
“An Appraisal of Anti-Trust Policy,” Corwin D. Edwards, Northwestern University 
“How Far is Government Intervention Consistent with Anti-Trust Policy?” 
Mordecai Ezekiel, Department of Agriculture 
Discussion: Thurman Arnold, Washington, D. C. 
Vernon Mund, University of Washington 
Emerson P. Schmidt, United States Chamber of Commerce 
Theodore O. Yntema, Committee for Economic Development 


14. LUNCHEON MEETING (12:30 p.m.): Speaker and subject to be announced 


15. POSTWAR RAILROAD PROBLEMS (2:00 P.M.) 
Chairman: Eliot Jones, Stanford University 
“The Maintenance of Railroad Credit,” Ralph L. Dewey, Iowa State College 
“The Reorganization of the Railroad Rate Structure,” D. Philip Locklin, University 
of Illinois 
“The Interstate Commerce Commission, the Department of Justice, and the 
Supreme Court,” Elmer A. Smith, Senior General Attorney, Illinois Central 
System 
Discussion: W. H. S. Stevens, Interstate Commerce Commission 
Harold D. Koontz, Coordinator of Planning, Transcontinental & 
Western Air, Inc, 
Edwin H. Burgess, Chairman of Traffic Executive Association—Easterm 
Territory, New York, New York 
Robert W. Harbeson, Interstate Commerce Commission 
Irston R. Barnes, Civil Aeronautics Board 
James C. Nelson, Department of Commerce 
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ROUND TABLE ON INTERNATIONAL INVESTMENT (2:00 P.M.) 


Chairman: Howard S. Ellis, University of California 
“Foreign Investment and Employment,” Randall W. Hinshaw, Board of Governors 


of Federal Reserve System 
“The Effects of Foreign Investment on the Domestic Economy of the United States,” 


Hal B. Lary, Department of Commerce 
“Control of International Capital Movements: Objectives and Techniques,” Arthur 
I. Bloomfield, Federal Reserve Bank of New York 
Discussion: Norman S. Buchanan, Twentieth Century Fund 
J. J. Polak, United Nations Relief and Rehabilitation Administration 
Leroy D. Stinebower, Department of State 


1) ROUND TABLE ON AGRICULTURE PRICE SUPPORTS (2:00 P.M.) 


Chairman: John B. Hutson, War Food Administration 
Papers: John D. Black, Harvard University 
<lmer J. Working, University of Illinois 
Discussion: Theodore W. Schultz, University of Chicago 
Merrill K. Bennett, Stanford University 
John M. Gaines, Buffalo, N.Y. 
Oscar C. Stine, Department of Agriculture 
Theodore O. Yntema, Committee for Economic Development 


18, ANNUAL BUSINESS MEETING (5:00 P.M.) 


RECENT DEVELOPMENTS IN PUBLIC UTILITY REGULATION (8:00 P.M.) 


Chairman: To be announced 
“State Regulation in Depression and War,” Ben W. Lewis, Oberlin College 
“Rate Regulatien by the Federal Power Commission,” Nelson Lee Smith, Federal 
Power Commission 
ate-Making Policies of Federal Power Projects,” James C. Bonbright, Columbia 
University 
scussion: Clyde O. Fisher, Connecticut Public Utilities Commission 
Archibald M. MclIsaac, Princeton University 
Edward W. Morehouse, New York, N.Y. 
Leslie T. Fournier, Securities & Exchange Commission 
Martin G. Glaeser, University of Wisconsin 
Walton Seymour, Tennessee Valley Authority 


) TABLE ON INTERNATIONAL CARTELS (8:00 P.M.) 
Chairman: Corwin D. Edwards, Northwestern University 
rhe Relation between Cartel Policy and Commodity Agreement Policy,’ Bernard 
F. Haley, Stanford University 
The International Corporate Combine and the National State,” Walton Hamilton, 
Yale University 
The International Exchange of Technology,” Robert Terrill, Department of State 
Discussion: Vincent Bladen, University of Toronto 
Fritz Machlup, Office of Alien Property Custodian 
Robert B. Schwenger, Department of Agriculture 
Floyd L. Vaughn, University of Oklahoma 


UND TABLE ON ECONOMIC RESEARCH (8:00 P.M.) 
Chairman: Simeon E. Leland, University of Chicago 
“Developments Concerning the National Research Foundation,” Edwin G. Nourse, 
Brookings Institution 
“The Preservation and Use of Wartime Records” 
Harold B. Rowe, Brookings Institution 
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Saul Nelson, War Production Board and Conference on Price Research 
Others to be announced 


Sunday, January 27 


22. MEETING OF EXECUTIVE COMMITTEE (9:00 A.M.) 


23. ROUND TABLE ON METHODS OF FOCUSING ECONOMIC OPINION ON QUESTION OF PUBLIC 


PoLticy (10:00 a.m.) 
Chairman: Frederick C. Mills, Columbia University 


Report of Ad Hoc Committee on Monetary Policy, James Washington Bell, North- 


western University 


Report of Ad Hoc Committee on Agricultural Price Supports, Elmer J. Working, 


University of Illinois 


Report of Committee on Consensus and Recommendations as to Association Policy. 


Corwin D. Edwards, Northwestern University 
Discussion: Frank D. Graham, Princeton University 
Charles O. Hardy, Federal Reserve Bank of Kansas City 


24. ROUND TABLE ON THE UNDERGRADUATE TEACHING OF ECONOMICS (2:30 P.M.) 


Chairman: To be announced 

Participants: Horace Taylor, Columbia University 
Mabel Newcomer, Vassar College 
E, E. Hale, University of Texas 
Albert B. Wolfe, Ohio State University 
Others to be announced 


The following persons have recently been added to the membership of the American 
ECONOMIC ASSOCIATION : 


Adelman, Lt. M. A., 931 Longfellow St., N.W., Washington 11, D.C. 

Alldredge, Capt. R. B., Hq. 8th AAC, Inspector Generals Dept., A.P.O. 343, c/o Postmaster 
San Francisco, Calif. 

Anderson, R. E., 3922 Oliver St., Chevy Chase 15, Md. 

Babson, P. T., 210 Newbury St., Boston 16, Mass. 

Bennett, M. K., Food Research Institute, Stanford University, Calif. 

Bourne, R. M., University of Nebraska, College of Bus. Admin., Lincoln, Neb. 

Burley, O. E., University of Pennsylvania, Wharton School, Philadelphia 4, Pa. 

Carlson, Miss M. V., 2720 Wisconsin Ave., N.W., Washington 7, D.C. 

Chung-Hwai Li, P., 4 Willow St., Brooklyn, N.Y. 

Clark, Lt. Comdr. E. H., University Club, Washington, D.C. 

Cohen, Miss E., 2078 62nd St., Brooklyn 4, N.Y. 

Criz, M., 840 S. Barton St., Arlington, Va, 

de Bessieres, A. E., Box 83, Tex. Tech. Branch P. O., Lubbock, Tex. 

DeVoe, M., 1139 New Hampshire Ave., Washington, D.C. 

Dewey, Major L. E., 5127 11th Rd. S., Arlington, Va. 

Dewey, Mrs. L. E., 5127 11th Rd. S,. Arlington, Va, 

Duffy, J. F., Jr., P.O. Box 911, Marin City, Calif. 

Ellickson, J. C., 3420 McKinley St., N.W., Washington 15, D.C. 

Ellickson, Mrs. K. P., 3420 McKinley St., N.W., Washington 15, D.C. 

Elliott, Mrs. R. F., Box 500, Plains, Tex. 

Fetzer, J. C., 318 Ferson Ave., Iowa City, Iowa 

Garcia, O. S., 21 No. 107, Apt. 6, Vedado, Havana, Cuba 

Gardescu, Mrs. S., 1243 30th St., N.W., Washington 7, D.C. 

Goldsen, J. M., 35 W. 69th St., New York 23, N.Y. 

Gordon, N. N., 4314 4th St., N, Arlington, Va. 

Hallowell, E. W., 125 Forrester St., S.W., Washington 20, D.C. 
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Hawley, Lt. L. T., Staff, Commander Second Carrier, Task Force, c/o Fleet Post Office, 
Francisco, Calif. 
Hershman, Miss C., 1327 S2nd St., Brooklyn 19, N.Y. 
Hogan, Rev. W. T., Woodstock College, Woodstock, Md. 
Hopkins, K. B., 420 Lexington Ave., New York 17, N.Y. 
Tacobsen, A. D., University of Redlands, Dept. of Econ., Redlands, Calif. 
BLIC Tensen, C. P. N., 1505 Archer Rd., 10A, New York 62, N.Y. 
Kandyba, B. S., 2051 W. Grand Blvd., Detroit 8, Mich. 


Ua, 


Keim, W. G., 5059 MacArthur Blvd., N.W., Washington 16, D.C. 


rth- Kirkpatrick, Mrs. A. L., 1717 Columbia Rd., N.W., Washington 9, D.C. 
Knox, N. B., 247 Delaware Ave., S.W., Apt. 110, Washington, D.C. 

cing Kyler, R. H., Luther College, Decorah, Iowa 
Laursen, S., 1829 Summit Pl., N.W., Washington 9, D.C. 

licy, Loverdos, A., 30 Rockefeller Plaza, New York 20, N.Y. 


MacGowan, T. G., 214 Merriman Rd., Akron 3, Ohio 

McCalley, J. W., 1900 F St., N.W., Apt. 702, Washington 6, D.C. 
McDonald, R. W., 39 Claremont Ave., New York 27, New York 
Mears, C. D., 623 Oneida Pl., N.W., Washington 11, D.C. 
Meehling, C. F., 332 E. 90th St., New York 28, N.Y 

Miller, P. F., 129 Montgomery Ave., Bala-Cynwyd, Pa. 


Morgenstern, O., Princeton University, Dept. of Econ., Princeton, N.J. 
Mumford, Miss M. B., Wisconsin Citizens’ Public Expenditure Survey, 340 Washington 


Bidg., Madison 3, Wis. 

Nelson, Pvt. R. S., 33959327, Hq. Det. AFWESPAC, A.P.O. 707, c/o Postmaster, San 
Francisco, Calif. 

Neustadt, Lt. R. E., Admin. Plan. Div., Code OL, Navy Dept., Bur. of Sup. and Accts., 
Washington 25, D.C 

— Nicholaus, H. A., Lake Forest College, Lake Forest, Il. 
Nurkse, R., Institute for Advanced Study, Princeton, N.J. 
Peppard, Lt. J. F.. Hq. ATSC, TSBRE-7, Area B., Wright Field, Ohio 
aster Peradotto, L. B., 309 10th Ave., San Francisco 18, Calif. 

Planting, M. P., 20 W. 36th St., Apt. 507, Kansas City 2, Mo. 

Prather, Dr. C. L., 926 Westmoreland Ave., Syracuse 10, N.Y. 

Pullen, R. W., 20 College Ave., Waterville, Me. 

Quirk, Rev. C. B., 869 Lexington Ave., New York 21, N.Y. 

Radvanyi, Dr. L. Donato Guerra 1, desp. 207, Mexico, D-F. 

Reuss, Dr. F. G., 3017 Wayne Ave., Baltimore 7, Md. 

Roberts, T., 1100 Walnut St., Philadelphia 7, Pa. 

Roberts, W. A., 140 Moncure Dr., Alexandria, Va. 

Robinson, R. L., 5327 Flint Dr., Washington 16, D.C. 

Rolph, E. R., University of California, Dept. of Economics, Berkeley, Calif. 

Samoore, A. S., Illinois College, Jacksonville, Tl. 

Schaffner, Dr. P. P., 8005 Eastern Ave., Apt. 308, Silver Spring, Md. 

Schultz, R. S., III, Econometric Institute, 500 5th Ave., New York 18, N.Y. 

Schwartz, Lt. R. J., c/o Joseph Schwartz, 390 Riverside Dr., New York 25, N.Y. 

Shister, J. Syracuse University, Dept. of Econ., Syracuse, N.Y. 

Shugg, Dr. R. W., Alfred A. Knopf, Inc., 501 Madison Ave., New York 22, N.Y. 

Sievers, A. M., University of North Carolina, Woman’s College, Greensboro, N.C. 

Smythe, L, T., South Dakota State College, Agric. Econ. Dept., Brookings, S.D. 

Torrey, Pvt. E. P., 42170562, Fiscal Office, Camp Blanding, Fla. 

Veigel, M. A., 3205 Broadview Rd., Cleveland, Ohio 

Wallace, G. S., Jr., 657 85th St., Brooklyn 19, N.Y. 

Weeks, D. H., Nebraska Wesleyan University, Lincoln, Neb. 

We nryb, B. D., 606 W. 113th St., New York 25, N.Y. 

West, D. W., 3620 16th St., N.W., Washington 10, D.C, 

Wiberg, M., Room 811, Scanlan Bldg., Houston, Tex. 

Wigder, P., 1329 Fort Stevens Dr., N.W., Washington 11, D.C. 
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Yoder, F. R., State College of Washington, Pullman, Wash. k 
You, J. C. M., 711 Mt. Vernon Pl., N.W., Washington 1, D.C. of € 
Zeisel, H., McCann-Erickson, 50 Rockefeller Plaza, New York 20, N.Y. - 
Lawrence Flinn of the University of North Carolina at Chapel Hill was killed in action jp me 
Germany, March 18, 1945. ™ 
Harold S. Patton was killed in a motor accident in Washington, D.C., on September ;. R 
1945. He had been on leave of absence as professor of economics and head of the depart. Dea 
ment of economics at Michigan State College since March, 1943, and was serving, with D 
the rank of Lieutenant Colonel, as chief of the foreign fiscal affairs branch of the Arm, af F 
service forces headquarters. Gr 
of 

Appointments and Resignations 0. 

Walter S. Adams has accepted a temporary appointment as part-time instructor in the -_ 
department of economics at the University of Illinois. L. 
Hugh E. Agnew, professor emeritus of marketing at New York University, taugh: me 
courses in advertising during the autumn quarter at the Ohio State University. Lo 
H. K. Allen has returned from his service with the Office of Price Administration jn ane 
Springfield, Illinois, to the position of professor of economics and director of the Bureay Biart 
of Economics and Business Research at the University of Illinois. Ro 
Richard M. Alt has been appointed lecturer in economics at Princeton University. the U 
Clay J. Anderson has resigned as acting dean and chairman of the division of social ry 
studies, Central Missouri State College, to take a position as financial economist of the social 
Federal Research Bank of St. Louis. He 
Don S. Anderson, associate professor of agricultural economics at the University Unie 
Wisconsin, has resumed his teaching and research at the university after having been on Ori 
leave of absence the past three years, first serving as price executive in charge of the fessor 
Poultry, Egg, and Dairy Branch of the Office of Price Administration and later as economic Art 
adviser to the chief in charge of poultry, egg, and dairy products of the War Food A¢- absen 
ministration. Gra 
James W. Angell is now serving on the Reparations Commission in Berlin, while on ingtor 
leave of absence from Columbia University. Fra: 
Robert B. Bangs, formerly of «he Department of Commerce and more recently a N. Ht 
Lieutenant in the Army Air Forces, has joined the department of economics at Indian has b 
University as assistant professor oi economics. Johns: 
James E. Barron, recently industrial relations expert in the War Department, has been Lyl 
appointed instructor in economics at Louisiana State University. Busine 
Grace Beckett of the department of economics at the University of Illinois has been absenc 
advanced from the rank of associate to that of assistant professor. Ales 
J. F. Bell has relinquished his duties as acting director of the Bureau of Economic and Colleg 
Business Research at the University of Illinois and is devoting his full time as professor septen 
of economics. Johr 
Richard F. Behrendt, who has been for the past two years director of the Graduate serving 
Institute of Social and Economic Research and professor of economics and sociology of the extend 
Inter-American University in Panama, bas been named associate professor of international Agricul 
affairs at Colgate University. Reyt 
Alvin B. Biscoe was appointed dean and professor of economics, College of Busines Johns | 
Administration, University of Georgia, on July 1. He was formerly vice chairman and _ Alber 
public member of the Fourth Regional War Labor Board and continues as a part-time the Un 
member of the Board. W. I 
Henry Simon Bloch has joined the staff of the Division of Tax Research of the Treasury Univers 
Department. Ralp! 
Ralph H. Blodgett has been advanced from associate professor to professor of economic marketi 
at the University of Illinois. Jack 
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Karl A. Boedecker, formerly of the University of Wisconsin, is now assistant professor 
»¢ economics in the School of Business Administration, University of Tennessee. 

Karl F, Bode, who was granted leave from Stanford University in December, 1944, to 
grve with the American Air Force Evaluation Board, E.T.O., is now on the staff of the 
United States Army Trade and Commerce Division, U. S. Group Control Council in Berlin. 

R. Preston Brooks, formerly dean of the College of Business Administration, became 
Dean of Faculties of the University of Georgia on September 1, 1945. 

Douglas S. Brown has accepted an appointment as instructor in economics of the School 
of Business at Temple University. 

George Hay Brown has been promoted to associate professor of marketing in the School 
of Business, University of Chicago. 

0. H. Brownlee has been advanced from research associate to assistant professor of agri- 
culture economics at Iowa.State College. 

L. F. Brush, instructor in accounting at Louisiana State University, has resigned to accept 
an appointment as assistant professor at Syracuse University. 

Le uis F. Buckley, Graduate School of Social Science, The Catholic University of 
\merica, has been granted a leave of absence to teach at the U. S. Army University Division, 
Biarritz, France. 

Roy J. Bullock of the Johns Hopkins University has accepted an appointment with 
the U. S. Group Control Council and will be in Germany for several months, 

Louis Bultena has been appointed assistant professor in the department of economics and 
sociology of the University of Wyoming. 

Henry A. Burd has relinquished his duties as director of the summer session at the 
University of Washington to give full time to his position as professor of marketing. 

Orin E. Burley has resigned his position at the Ohio State University to accept a pro- 
fessorship in marketing at the Wharton School, University of Pennsylvania. 

Arthur R. Burns has returned to Columbia University after several years’ leave of 
absence during which he served in Washington and abroad. 

Grant I..Butterbaugh is engaged in adult education work for the University of Wash- 
ington during the first semester in 1945-46. 

Francis J, Calkins, formerly assistant professor of business administration at the Edward 
N. Hurley College of Foreign and Domestic Commerce at the University of Notre Dame, 
has been appointed associate professor of business administration at the Robert A. 
Johnston College of Business Administration, Marquette University. 

Lyle E. Campbell will resume his duties as professor of accounting at the School of 
Business Administration, Emory University, on January 1, after a three-year leave of 
absence for war work. 

Alexander E. Cance, former head of the department of economics of Massachusetts State 
College who returned to academic life in 1942 to accept a wartime appointment, retired 
September, 1945. 

John B. Canning, who has been on leave of absence from Stanford University since 1941, 
serving as consultant in the Department of Agriculture, Washington, has had his leave 
extended in order to serve as consultant and adviser on the staff of the Army’s Food and 
Agriculture Division, United States Group Control Council in Berlin. 

Reynold E. Carlson has rejoined the staff of the department of political economy at the 
Johns Hopkins University after serving in the armed forces for three years. 

Albert E. Carson is now assistant professor of accounting in the School of Business of 
the University of Utah. 

W. Harris Carter, Jr., has been named head of the department of economics of the 
University of Connecticut. 

Raly h Cassady, Jr., has been promoted from associate professor to professor of 
marketing at the University of California, Los Angeles. 

Jack Chernick has rejoined the staff of the School of Business Administration at the 
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University of Minnesota as an instructor after teaching in the department of economics at 
the University of Manitoba for the past two years. 

C. F. Chizek has been appointed associate professor of accounting in the School oj 
Business, University of Chicago. 

William C. Cleveland, associate professor of economics at Indiana University, has resumed 
his teaching duties after a three-year leave of absence spent in government service, 

Denzel C. Cline has returned to Michigan State College as professor of economics after 
a leave of absence during which he served as tax research economist for the Michigan 
State Department of Revenue and with the staff of the Governor’s Tax Study Advisory 
Committee. 

James A. Close is acting assistant professor of economics at the University of Missouri, 

Almand R. Coleman, professor of accounting at Washington and Lee University, returned 
to active teaching in September after service in the Army. 

George Craft, formerly vice-president of the Trust Company of Georgia, has been 
appointed dean of the School of Business Administration of Emory University and will 
assume his new duties upon his release from the Naval Reserve in which he is now serving 
as Lieutenant. 

P. C. Crafts, Jr., after forty months of duty with the Navy Supply Corps, has rejoined 
the firm of Donald J. Moore, Boston, 

Kingsley Davis of the Office of Population Research at Princeton University has been 
appointed associate professor of sociology and anthropology. 

Edward C. Devereux, Jr., has been appointed lecturer in sociology at Princeton University. 

Merrill DeVoe has returned to the Ohio State University as an instructor in marketing 
after serving in that capacity at the University of Pennsylvania and as an economist with 
the Office of Price Administration. 

E. O. Dille, professor of marketing in the School of Business Administration, University 
of Tennessee, was employed during the summer as consultant in the division of special 
studies in the Bureau of Foreign and Domestic Commerce, Washington. 

Russell A. Dixon, associate professor of economics, has returned to the University of 
Pittsburgh after a year’s leave of absence with the price adjustment division of the Pitts- 
burgh Ordnance District, 

Paul A. Dodd has been promoted from associate professor to professor of economics at 
the University of California, Los Angeles. 

Edna Douglas, formerly of the Woman’s College of the University of North Carolina, 
has joined the department of economics and sociology at Iowa State College as assistant 
professor of consumer economics. 

H. M. Douty has resigned as director of the Program Appraisal and Research Division, 
National War Labor Board, to accept the position of director, of the labor economics staii, 
Bureau of Labor Statistics. 

Oscar E. Draper of the College of Economics and Business, University of Washington, 
is teaching courses in accounting at American University, Shrivenham, England. 

John T. Dunlop, after serving with the National War Labor Board and the Office of 
Economic Stabilization, has returned to Harvard University and been promoted to the rank 
of associate professor of economics. 

James S. Earley, associate professor of economics at the University of Wisconsin, has 
resumed his teaching after a leave of absence of three years, serving as head economist of the 
Office of the Economic Adviser of the Office of Price Administration and later as adviser 
on British Commonwealth financial affairs, Division of Finance, Department of State. 

Wilford J. Eiteman has been promoted to the rank of associate professor of economics 
at Duke University. 

W. J. Fleig has returned to his position as instructor in the department of accounting 
at the Ohio State University after serving in the Orient as a Captain in the Army. 
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John Fordon, after spending the past four years with the Todd Pacific Shipyards, Inc., 
has resumed his duties as instructor in accounting in the College of Economics and 
Business at the University of Washington. 

Milton Friedman, formerly of Columbia University, has joined the faculty of the School 
f Business Administration of the University of Minnesota as an associate professor in 
economics and statistics. 

Fern Gleiser has been appointed professor of institution economics and management in 
the School of Business, University of Chicago. 

Carter Goodrich recently attended the International Labor Conference and the sessions 
f the Governing Body of the International Labor Organization in Paris. 

Horace M, Gray, professor of economics at the University of Illinois, has been appointed 
associate dean of the Graduate School at the University of Illinois. 

Leo Grebler is now director of the Housing Finance Division, Office of the Administrator, 
National Housing Agency, Washington. 

Gertrude Grodski has been appointed instructor in economics at the Louisiana State 
University. 

Robert M. Haig spent the month of September in Puerto Rico as an adviser to the 
Governor on questions of public finance. 

Franklin P. Hall, formerly chief of the Public Finance Unit, Land Economics Division, 
Bureau of Agricultural Economics, Department of Agriculture, is now in charge of travel 
and miscellaneous accounts in the International Payment Unit, International Economy 
Division, Bureau of Foreign and Domestic Commerce, Washington. 

James K. Hall, who has served for the past year as a Lieutenant in the Naval Reserve, 
has resumed his teaching duties in public utilities and public finance in the College of 
Economics and Business at the University of Washington. 

Frank H. Hamack of the College of Economics and Business, University of Washington, 
s teaching secretarial courses and business law at American University, Shrivenham, 
England. 

Seth Hammond of the department of economics at the University of Illinois has been 
advanced from the rank of associate to that of assistant professor. 

George H. Hand has resigned as professor of economics and chairman of the department at 
the University of Vermont to accept the presidency of Fairmont (West Virginia) State 
College. 

Maurice Happ, formerly of the University of Dubuque, has been appointed lecturer in 
secretarial studies at the College of Economics and Business, University of Washington. 

Clifford M. Hardin, formerly assistant professor at the University of Wisconsin, has 
been appointed associate professor of agricultural economics at Michigan State College. 

R. D. Haun who has been serving as price executive in the Office of Price Administration 
at Louisville, will return to the staff of the College of Commerce, University of Kentucky, 

n January 2, 1946. 

Floyd B. Haworth of the department of economics at the University of Illinois has been 
advanced from the rank of associate to that of assistant professor. 

Earl O. Heady has been advanced from instructor to assistant professor of agricultural 
economics at Iowa State College. 

Richard B. Heflebower has resigned as dean of the School of Business Administration and 
head of the department of economics at the State College of Washington. When he leaves 
his present position as an economic adviser to the Deputy Administrator for Price of the 
Office of Price Administration, he will join the staff of the Brookings Institution. 

Theodore C. Helmreich, formerly assistant professor of economics at St. Louis Uni- 
versity and recently discharged from the Army, has been appointed assistant professor of 
economics at DePauw University. 


Amy Hewes, until her retirement head of the department of economics at Mount Holyoke 
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College, is teaching in the department of economics at Massachusetts State College during 
the first semester of the year 1945-46. 

George H. Hildebrand, Jr., on leave of absence since July, 1943, and now wage 
stabilization director of the Ninth Regional War Labor Board at Denver, has been pro- 
moted from assistant to associate professor of economics at the University of Texas. 

Reed Hoar has been appointed instructor in economics at the University of Kansas, 

Edgar M. Hoover, a Lieutenant in the Naval Reserve attached to the Office of Strategic 
Services Mission for Germany, will return to the University of Michigan at the beginning 
of the spring term as associate professor of economics. 

John A. Hopkins, professor of agricultural economics at Iowa State College, has resigned 
to accept a position with the Office of Foreign Agricultural Relations in Washington. 

Joseph B. Hubbard has accepted the position as economist with the Tri-Continenta| 
Corporation and its associated companies. 

J. Richard Huber, for the past four years a member of the Office of Strategic Services, 
has resumed his duties as associate professor of foreign trade in the College of Economics 
and Business, University of Washington. 

Leonid Hurwicz, appointed as associate professorship at Iowa State College in September, 
1945, is on leave of absence until May 1, 1946, on a Guggenheim fellowship. 

Kenneth D. Hutchinson is now professor of marketing and head of the department of 
marketing and advertising at Boston University. 

Stanley F. Jablonski has returned to the University of Pittsburgh as assistant professor 
of accounting after a leave of absence. 

Clifford D. Jacobs has been advanced to the rank of associate professor of busines 
administration at the State College of Washington. 

Neil H. Jacoby, professor of finance in the School of Business of the University of 
Chicago, has been promoted to vice-president in charge of development. 

E. C. Jacobson has resigned from his position at the Department of Agriculture and 
become a member of the staff of the National Bureau of Economic Research. 

Herschel F. Jones was recently appointed to the staff of the Bonneville Power Ac- 
ministration. 

Andrew M. Kamarck of the Treasury Department is Deputy Director of the Finance 
Division of the U. S. Group Control Council, Germany, and alternate member of the 
Allied Finance Directorate for Germany. 

Edward C. Keachie, now Captain in the Corps of Engineers, has been appointed associate 
professor of industrial management in the School of Business Administration, University 
of Tennessee, and will join the staff on his release from military service. 

M. M. Keim, following his resignation as industrial specialist with the War Production 
Board, has joined the American Potash Institute, Washington, as head of its economic 
and statistical department. 

Donald L. Kemmerer of the department of economics at the University of Illinois has 
been advanced from the rank of assistant to that of associate professor of economics. 

Dudley Kirk has been appointed assistant professor of sociology at Princeton University 

K. E. Knorr, formerly of the Food Research Institute of Stanford University, is now 
research associate at the Institute of International Studies at Yale University, where he 
will work on the economic sources of military power with special emphasis on raw ma- 
terials problems. 

Herman E. Krooss has been made junior assistant in the department of economics of 
the New York University School of Commerce, Accounts and Finance for the year 1945-46 

Ernest Kurnow has been made junior assistant in the department of economics of the 
New York University School of Commerce, Accounts and Finance for the year 1945-40. 

Alan Lanyon, formerly of the University of Maryland, resigned as chief of the Bureau 
of Ships section of the War Production Board and is with the American Embassy ™ 
France, serving as coal specialist. 
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Ben F. Lemert has been promoted to the rank of associate professor of economics at 
Duke University. 

Don D. Lescohier of the department of economics of the University of Wisconsin has 
resumed full time teaching after serving part-time the past four years in order to act as 
consultant to the vice president of manufacturing of the International Harvester Company 
and with the Allis-Chalmers Company. 

Marvin Levine has been made junior assistant in the department of economics of the 
New York University School of Commerce, Accountant, and Finance for the year 1945-46. 


CL. Littlefield, who was recently released from the Merchant Marine, has been ap- 
pointed an instructor in the department of secretarial science at Louisiana State University. 


| J. A. Livingston has joined the staff of the Philadelphia Record as business editor. 


Philipp H. Lohman, formerly associate professor of economics at Miami University 
Ohio) and lately economics adviser and contributing editor to Times, has been made 


Arthur N. Lorig of the College of Economics and Business, University of Washington, 
was a member of the staff of Allen R. Smart and Co. during the summer of 1945. 

George J. Malanos, formerly of Harvard University, has joined the staff of the School 
f Business Administration at the University of Minnesota as an instructor in economics. 

Edward S. Mason has resigned from the position he held with the Department of State, 
Washington, and has returned to Harvard University. 

Stacy May is now assistant to the president and company economist of the McGraw- 
Hill Publishing Company. 

Robert W. Mayer, formerly of Lehigh University and the War Production Board, has 
been appointed associate professor of economics at the University of Illinois. 

Joseph F. McConnell has returned to the University of Illinois from the Bureau of 


Foreign and Domestic Commerce, Washington, as assistant professor in the department of 
economics, 

Duane McCracken has rejoined the staff of the School of Business Administration at the 
University of Minnesota as an instructor in economics, 

Lawrence P. McGrath, of Seton Hall College, has joined the faculty of the Graduate 
School of Social Science, The Catholic University of America, as assistant professor of 
economics. 

R. D, McIntyre, who has served as Major in the Army Air Corps at Santa Ana, Cali- 
fornia, since September, 1942, will return to the staff of the College of Commerce, Uni- 
versity of Kentucky, on January 2, 1946. 

S. Sterling McMillan, formerly statistician for the Northern Trust Company, and more 
recently regional price economist for the Chicago office of the Office of Price Administration, 
has been appointed an instructor in the department of economics at Indiana University. 

E. B. McNatt, who has been wage stabilizer of the War Production Board, Sixth 
District, Chicago, has returned to the department of economics at the University of 
Illinois as associate professor of economics. 


Mrs Marian Meinkoth has been appointed instructor in the department of economics at 
the University of Illinois. 


_ Herman C. Miller has returned to his position as professor of accounting at the Ohio 

state University after serving as a Captain in the Supply Corps of the Navy. 

oe E. Moore has been appointed assistant professor of sociology at Princeton 

University, 

Julian D. Morgan has accepted a temporary appointment as instructor of economics at 

the University of Illinois. 
Philip Neff, formerly research economist with the Haynes Foundation, has been appointed 

assistant professor of economics at Pomona College. 


W. A. Neiswanger, who has been serving with the Office of Price Administration and 
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Foreign Economic Administration, Washington, has returned to the department of eo. 
nomics at the University of Illinois with the rank of professor of economics. 

Edward G. Nelson has been appointed associate professor of accounting at the Uni. 
versity of Kansas. 

Mrs. Margaret Newberry is acting head of the department of secretarial science a 
Louisiana State University. 

H. C. Nolen has returned to active service as associate professor of marketing at the 
Ohio State University after serving twenty-six months as a Colonel in the Military Goy. 
ernment division of SHAEF. 

Russell M. Nolen of the department of economics at the University of Illinois has been 
advanced from the rank of assistant professor to that of associate professor of economics. 

H. M. Norton, head of the secretarial science department at Louisiana State University, 
was given a leave of absence to handle a program of education in England for the current 
year. 

Thomas L. Norton, formerly chairman of the Second Division of the War Labor Board 
and 20th Century Club professor of economics at the University of Buffalo, was recently 
appointed dean of the School of Business and Civic Administration of The City College of 
New York. 

Frank W. Notestein, director of the Office of Population Research at Princeton University, 
has been named professor of demography in the department of economics and social instity- 
tions. 

Regnar Nurkse of the economic and finance department of the League of Nations and 
now associated with the Institute for Advanced Study at Princeton is visiting lecturer in 
economics at Columbia University for the year 1945-46. 

William B. Palmer has been promoted to assistant professor of economics at the Uni- 
versity of Michigan. 

Clyde William Phelps, head of the department of economics and commerce in the Uni- 
versity of Chattanooga, served as senior economist at the Federal Reserve Bank of Atlanta 
during the past summer. 

Orme W. Phelps, assistant professor of industrial relations, has been appointed dean of 
students of the School of Business, University of Chicago. 

Clarence Philbrook has returned from the armed services to take up his former position 
of instructor in economics at Iowa State College. 

M. Ogden Phillips, professor of economics and commerce at Washington and Lee Uni- 
versity, returned to active teaching in September after a two years’ leave of absence 
devoted to research in industrial and commercial geography. 

Lloyd Pierce has recently accepted the position of associate professor of economics at 
Carson Newman College at Jefferson City, Tennessee. 

Montgomery E, Pike has been promoted to the rank of professor of business law at the 
Ohio State University. 

J. Carl Poindexter has accepted a position as professor of economics at Roanoke Colleze 

Miss Adamantia Pollis has been appointed instructor in economics at Goucher College 

Claude E. Puffer, formerly acting dean of the School of Business Administration and 
professor of economics, has been appointed dean of administration at the University of 
Buffalo. 

B. U. Ratchford, professor of economics at Duke University, is on leave of absence to 
serve as chief economic analyst with the Economic Intelligence Unit, United States Group 
Control Council in Germany. 

Frederick Gustav Reuss has been appointed lecturer in economics at Goucher College. 

Karl D. Reyer, professor of merchandising and management, has returned to Louisiana 
State University after a five years’ tour of duty as Lieutenant Colonel, during which be 
served in various parts of the United States and in England and France. 
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Mrs. Alice J. Reynolds has resigned her position as assistant professor of economics at 
Goucher College. 

Lloyd G. Reynolds was appointed an associate professor of economics and also associate 
jirector of the Labor and Management Center at Yale University on July 1, 1945. 

Evan O. Roberts has been promoted to the rank of associate professor of business ad- 
ministration at West Virginia University. 

Tulius Roller, who for the past two years and a half has been working as chief account- 
ant, Detroit Ordnance District, War Department, with renegotiation of government con- 
tracts, has been appointed assistant professor of accounting in the College of Economics and 
Business, University of Washington. 

Albert Rose, formerly stationed with the Directorate of Military Intelligence, National 
Defence Headquarters, Ottawa, has left the Canadian Army to accept the post of Research 
Director of the Welfare Council of Toronto. 

Catherine G. Ruggles, now with the Bureau of the Budget, will return to the department 
of economics at the University of Illinois the second semester of 1945-46 with the rank of 
associate professor of economics. 

David J. Saposs has resigned as chief economic adviser, Office of Labor Production, War 
Production Board and is now in Berlin engaged as chief of the Office of Reports and Sta- 
tistics, Manpower Division, Office of Military Government of Germany. 

William H. Schrampfer has been advanced from associate professor to professor of eco- 
nomics at Iowa State College, 

Robert T. Segrest, on leave from the University of Georgia, was promoted on October 12 
from wage stabilization director to vice chairman and public member of the Fourth 
Regional War Labor Board. 

Lewis Severson has resumed his duties as head of the department of economics at Beloit 
College following a two-year leave of absence with the Excess Profits Division of the 
Bureau of Internal Revenue. 

Ewing P. Shahan, formerly of Miami University (Florida) and more recently director of 
research and analysis for the War Manpower Commission in Alabama, has been appointed 
assistant professor of business administration at Vanderbilt University. 

Harald G. Shields, associate professor of business education at the University of Chicago, 
is on leave of absence to teach at the American University at Biarritz. 

Philip M. Smith, formerly at Whitman College, was appointed head of the department 
of social studies at Union College (Kentucky) and assumed his duties in October. 


Robert S. Smith has been promoted to the rank of associate professor of economics at 
Duke University. 


Vladimir de Smitt has been made senior assistant in the department of economics, New 
York University School of Commerce, Accounts and Finance for the year 1945-46. 


Shirley D. Southworth, professor of economics, has returned to the College of William 
and Mary as acting head of the department of economics for the year 1945-46 after three 
years’ service in the Division of Monetary Research of the Treasury Department. 


J. J. Spengler, professor of economics at Duke University, has been appointed by the 
North Carolina Commissioner of Labor as one of the arbitrators provided under the 
arbitration act enacted by the last North Carolina legislature. 

Henry W. Spiegel is teaching mathematical economics and advanced economic theory at 
the Graduate School of Social Science, The Catholic University of America. 


William A. Spurr, serving as Lieutenant Commander, has been on flight duty as training 
theer for two carrier air groups at Oceana, Virginia, 

William H. Stead, formerly dean of the School of Business and Public Administration and 
chairman of the department of economics at Washington University in St. Louis; has 
accepted an appointment as director of the Institute of Research and Training in the Social 


Sciences and chairman of the department of business administration at Vanderbilt Uni- 
versity. 
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Craig T. Stockdale, formerly with the legal department of the renegotiation division o; 
the Pittsburgh Ordnance District, is now with the University of Pittsburgh as assistan 
professor of finance. 

Jacob B. Taylor has returned to his position as chairman of the department of account. 
ing at the Ohio State University after serving as a Lieutenant Colonel in the Finance Corp; 
of the Army. 

W. Bayard Taylor, professor of finance at the University of Wisconsin, has resumed his 
work after a three-year leave of absence to serve as regional price executive in the Chicago 
office of the Office of Price Administration. 

Richard B. Tennant was appointed instructor in economics at Yale University effective 
August, 1945. 

Ralph I, Thayer, assistant professor of economics at the University of Washington, has 
been granted partial leave for continuation of his survey of the state’s tax system. 

William R. Thom has been elected to the House of Representatives as a member of the 
Ohio delegation. 

Rayburn D. Tousley, after nearly two years with the Office of Price Administration, has 
resumed his position at the State College of Washington, where he has been promoted t; 
the rank of associate professor. 

Ernest J. Townsend, associate professor of economics at the Michigan State College of 
Mining and Technology, has been appointed head of 2 newly created department of engi- 
neering administration. 

Orion Ulrey, associate professor of economics at Michigan State College, is on leave 
during 1945-46 to serve as counselor with the Department of Agriculture. 

S. Herbert Unterberger has been appointed director of the case analysis division, National 
War Labor Board, Washington. 

Paul M. Van Arsdell of the department of economics at the University of Illinois 
continues on leave of absence but has been advanced from the rank of assistant to that of 
associate professor of economics. 

Lawrence L. Vance has taken a leave of absence from his position as lecturer in account- 


tration at the University of Minnesota during 1945-46. 

Horace H. Washburn has been appointed associate professor in the College of Busines 
Administration and Industry at the University of Wichita. 

Gordon S. Watkins, professor of economics at the University of California, Los Angeles 
is on sabbatical leave for the year 1945-46. 

Albert E. Waugh was recently appointed dean of the College of Arts and Sciences, Uni- 
versity of Connecticut, and has relinquished the position of head of the department oi 
economics. 

Weldon Welfling, recently promoted to the rank of associate professor of economics a! 
Duke University, who has been on leave of absence to work with the steel price branch o/ 
the Office of Price Administration in Washington, resumed his teaching duties in September 

Troy R. Westmeyer has been awarded a Tax Foundation-New York University fellowshi; 
in public finance for the year 1945-46. 

Janet Weston of the department of economics at the University of Illinois has been 
advanced from the rank of associate to that of assistant professor. 

R. H. Wherry has been promoted to the rank of associate professor of business adminis 
tration at West Virginia University. 

Wells J. Wright has joined the staff of the School of Business Administration at th 
University of Minnesota as a lecturer in business law. 

Dean A. Worcester, Jr., formerly of Louisiana State University, was appointed associat? 
professor of marketing in the College of Business Administration, University of Georgia, 2 
July. 


ing at the University of California and is an instructor in the School of Business Adminis. 
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SUPPLEMENTARY LIST OF MEMBERS 
(January 8, 1944, to January 8, 1945) 


* Life members { Contributing members § Subscribing members 
Honorary members 


Institution or firm, rank or position, nature of activity (T for teaching, R for re- 
search, A for administration, B for business) Temporary status ts indicated by 
bold- -faced type 

Degrees, with dates and institutions 

Doctoral dissertation (publication date in parentheses) 

Fields of major interest (numbers refer to subject matter fields, in order of ex. 
pressed preference) * 

Research projects under way (identified by descriptive title) 

Most significant publications (sample limited to three items) 

Directories cross referenced (W for Who’s Who in America, S for Hi gaa 
Directory of American Scholars, 1 for International Who’s Who (Europa), an 
E for Leaders in Education) 


* List of subject matter groups referred to in D: 
. Economic theory; general works 11. Industrial organization; price and 
. Economic history production policies; business meth- 
. Economic systems; national eco- ods 
nomics 12. Marketing; domestic trade 
. Statistics; economic mathematics; . Mining; manufacturing; construc- 
accounting tion 
Business cycles and fluctuations . Transportation; communication; 
. Public finance; fiscal policy; taxa- public utilities 
tion . Agriculture; forestry; fisheries 
. Money and banking; short-term . Economic geography ; regional plan- 
credit ning; urban land; housing 
. International trade, finance, and eco- . Labor and industrial relations 
nomic policy . Social insurance; relief; pensions; 
. Business finance; insurance; invest- public welfare 
ments; securities markets . Consumption; income distribution 
. Public control of business; public co-operation 
administration; national defense and . Population; migration; vital sta- 
war tistics 


2 
3 
4 
5 
6 
7 
8 
9 
0 


| 


For descriptive subheads under main group titles, see editorial note, pages 127-131 
of the 1942 Directory. 


ABBOTT, Roy Twinning, 27 Glenbrook Rd., ALLEX, Victor, r 5 Elliott St., N.E.. Apt. 3 
Morris Plains, N.J. A The Sperry Corp., econ., Washington, pW oll WPB, indus. anal., A. B 
statis., B. B B.S., Rutgers; M.B.A., New York. A.B., 1930, George Ae sington 
D 5. 4. 9. E Postwar economic conditions. ALTER, Gerald Milton, 1530 16th St., N.W 

ABEL, Kenneth N. EK., 5109 New Hampshire Apt. 108, Washington 6, D.C. A U.S, Bur, of 
Ave., N.W., Washington 11, D.C. A Nat. the Budget, Fiscal Div., asso. 7 Re anal., R. 
Mediation Bd., sr. labor econ., 7 B A.B., B B.S.. 1941, Harvard. D 6, 18, 17. 

1935, Southern California. D 10, 5, 17. E Devel- ANDERSON, Gerald E., 436 Bacon Ave 
opment of tire rationing 4A Akron, O. 

ABRAMOVITZ, Carrie Glasser (Mrs. Moses), ANDERSON, Kar! L., 4312 N. 4th St., Arling- 
6601 14th St., N.W., Washington 12, D.C. A ton, Va. A OPA, Nonferrous Metals Br., price 
FCC, sr. econ., R. B B.A., 1933, Brooklyn exec., A; Bryn Mawr Col., asso. prof, econ. 
Col.; M.A., 1934, Ph.D., 1940, Columbia. C B B.S., 1938, Mt. Allison Univ., Canada 
Wage differentials; the case of the unskilled M.A. 1930. Ph.D., 1932, Harvard. C Thorstein 
(Columbia Univ. Press, 1940). D 17, 20, 14. F Veblen’s economics. D 1, 8. 

Trends in the New York clothing industry ANDERSON, Kenneth Morse, U.S.S. Pana 
(Inst. of Public Admin., 1943). mint, c/o Fleet Post Office, San Francise 

ACHOUR, Assam Y., American Univ., Bei- Calif. A U.S.N.R., Supply Corps, ens. B 
rut, Lebanon B.A., 1942, Coe Col.; grad. student, 1942-4) 

ACKERMAN, Sol, 3524 E. 154th St., Cleve- Northwestern. D 6, 7, 1. E Excess profits 
land 30, Ohio. taxes. 

ADAMS, Eric George, 16 Maple Lane, Ot- ANDERSON, Lois M. (Mrs. Paul H.). ! 
tawa, Canada, A Foreign Exchange Control Blair Mill Rd., Silver Spring, Md. A ‘thee, 
Bd., Statis. and Res. Sec., chief, R; consult. Quartermaster General, statis, R. B A.B. 
eng., B. B BS., a McGill; M.B.A., 1931 2 Eureka, Col.; M.A., 1940, Illinois. 9 
Harvard. D 14, 8, 4, 18. 

ALEXANDER, Sidney S., 1913 N. Rhodes ANDERSON, Paul Hamilton, 1228 Blair Mi 
St., Arlington, Va. Rd., Apt. 101, Silver Spring, Md. A Bur. of 
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Por. and Dom. Com., statis anal., R. B A.B., 
Ohio Univ.; M.S., 1938, Ph.D., 1940, Illi- 
c Di stributions in stratified sampling 
Snnals of Math. Statis., Mar., 1942). D 12, 
rE Market measurement studies, F “Effect 
{ war on department stores, ” Oct., 1944, “Sales 
tentials in — towns,” Dec., 1944, Do- 
mestic Com 
ANDERSON, “William H., 663 State St., 
Ma son 5. Wi 
ANDREWS, Daniel Keith, 181 Indianola Ct., 
Columbus 1, Ohio. 
ANDREWS, Paul R., Prentice-Hall, Inc., 70 
Fifth Ave.. New York. 11, N.Y. 
ARIES, Robert S(ancier), 4700 Sansom St., 
adelphia 39, Pa. A Publicker Commercial 
Co., chem. and indus. eng.; consulting 
eng., B 8 B.Ch.E., M.Ch.E:, 1941, Poly. Inst. 
Brooklyn; A.M., 1942, Minnesota. D 13, 12, 
4 'E Postwar markets for chemicals: Economic 
organic chemical industry. F 
ation of wood waste.’’ Chem. 
s, Aug., 1942; “Products of Canadian 
s,” Timber of Canada, Sept., 1943; “‘Eco- 
considerations in the production of 
rs and alcohol,” Indus, and Eng. Chem., 
1944, 
ERMSTRONG, Charles M., 8 Jordan Blvd., 
elmar, N.Y. A New York State, Dept. of 
Educa., asso. statis., R. B B.S., 1925, Michigan 
tate Col.; M.S., 1928, Michigan. D 19, 17, 4. 
£ timate of occupational opportunities in 
fork State; estimates of county cash in- 
me and expenditures. 
ARROW, Anita, 749 West End Ave., New 
N.Y. A Student, Hunter Col. D 


SPINWALL, Robert Sayer, 439 Selden 
Ave., Detroit 1, Mich. A Retired, R. B 1906, 
per Unio mn D 3, 1, 4. E Taxing money to 
reate § ing and end unemployment. F 
one in pe of peace (1942); The Liberation 
apitalism (1940); Taxing money (1938). 
'ATEINSON, Thomas R., Rosemary Apt., 
mbia, Mo. 
“ATEISSON, ae, R. 2, Box 722, Sanger, 
Co 


nalysis of the 
“Chemical utiliz 


ATTERBERRY, Phil Russell, 4601 27th St., 


, Mt. Ranier, Md. A Dept. of State, 

Div. of Fin, and ey oe Latin 

Amer. Sec., econ., — B A.B., 1943, George 

Washir D 8, 2 

_BACHELOR, Robert Willard, American 

ikers Aes. 22 E. 40th St., New York 16, 

A An ner. Bankers Asso., dir. of res. coun. 

3A 1920 M.B.A., 1921, Univ. of 

s n. D 7, 4, 5. F Statistical reports 

ing "th e works program (WPA, rev., 1937) ; 

country bank’s portfolio of U.S. govern- 

rities (Amer. Bankers Asso., 1944); 

1 ate cycles in San Francisco,” Nat. 
Es Jour., Nov. 28, 1927. 

BADGLEY, L. Durward, 256 Prospect St., 

South Orange, N.J. A NHA, deputy, reg. rep., 

Ai =a, erin econ., R. D 16, 20, 5. E Re- 

ar for a m ynograph on the real estate 

F me using demand of workers on Man- 

(Corlears Hook Group, 1939). 

BALABANIS, Homer Paul, Humboldt State 

l., Arcata, Calif. A Humboldt State Col., 

vice-pres., prof. of econ., TRA. B Ph.B., 1920, 

M A, 1923, Chicago; Ph.D. 1931, Stanford. C 

cceptance banking and the discount market 

e United States. D 7, The eco- 

he Balkans, F The American Dis- 

at — (Univ. of Chicago Press, 1935). 

Leo, 292 Madison Ave., New 

A Res, Inst. of America, ‘dir. of 

. RA. B B.S.S., 1931, City of New 

1933, Brown. D 10, 5, 11, E 

postwar employment. F “Eco- 

equivalent of war,” Antioch Rev., Dec., 


Da! 


BARRETT, Joseph L., 344 E. 48th St.. New 
York, Y. A Com. for Econ. Dev., RAB; 
bus. eng. and res., RAB. B 1925, Columbia. D 
11, 12, 5. E Postwar appraisal of American in- 
dustry and small business problems and financ- 
Livingston E., 1538 New Jersey 

.W., Washington 1. y 

BECKER, A, P., Eastern New Mexico Col., 
School of Bus. and Econ., Portales, N.M 

BEISEL, Albert R., Jr., 5051 New Hamp- 
shire Ave., N.W., Washington 11, . AU. 
Civil Aeronautics Bd., x 
Dartmouth; LL.B., 1934. Yale. D 
Legal and economic aspects of the theory of 
depreciation. 

BELL, Stuart, Community Hall, Gladwyne, 
Pa. A Community work, mgr.; T. B 1907, Har- 
vard. D 6, 17, 3. 

BELMAN, (Mrs.) Clare Distel, 416 33rd 
St., S.E., Washington 19, D.C. A Soc. Sec., 
Bd., soc. sci. anal.. R.A. B B.A., 1939, Ohio 
State. D 17, 18, 19. E Wages, hours, and other 
conditions of work under unemployment com- 
pensation. 

BENGUR, Ali Resai, 2202 Massachusetts 
Ave., N.W., Washington, D.C. A Turkish 
Embassy Supply Office, A. B R.S., 1933, Robert 
ne Istanbul, Turkey; M.A., 1942, Princeton. 

7. 5, 8. E Turkish policy. 

> BERMAN. Murray Caesar, Hotel Belvedere, 
319 W. 48th St., New York 19, N.Y. A OPA, 
Newark District Office, district price econ. B 
B.S., 1939, Columbia. D 10, 4, 1. 

BERNSTEIN, Doris B. (Mrs. Marshall M. 
Holleb), 35 W. 92nd St., New York 25, N.Y. A 
Bd. of Gov., Fed. Res. System, res. asst., R. 
B A.B.. 1942, Hunter; grad. student, 1943, Rad- 
cliffe. D 8, 16, 6. F “Exchange control and ex- 
change rates,” “Exchange stabilization funds,” 
Ency. Britannica Yearbook, 1944. 

BERNSTEIN, (Mrs.) Sylvia Pollack, 950 
25th St., N.W., Washington 7, D.C. A Bur. of 
For. and Dom. Com., econ. anal., R. B A.B., 
1939, Hunter. D 8, 17, 2. E Analysis of tax 
system of Cuba; public and private finance in 
Latin America. F Bibliography on labor and 
social welfare in Latin America (Pan-Amer. 
Union, Div. of Labor and Soc. Inf., mimeo., 
76 pp., May, 1944). 

BEROLZHEIMER, Howard, Northwestern 
Univ., School of Com., Evanston, Ill. A North- 
western Univ., asst. prof.. T. B Ph.D., 1942, 
Yale. C A development of principles he the 
taxation of insurance companies. D 9, 6, 1. E 
Taxation of insurance companies. F “An early 
return to gold,” Barron’s Weekly, 1938. 

BLAIR, John Malcolm, 3010 Crest Ave., 
Cheverly, Md. A Smaller War Plants Corp., 
consultant to chm., RA. B B.A., 1936, Tulane; 
Ph.D., 1941, American. C Labor productivity 
and industrial prices. D 11, 10, 1. E Effect 
of the war on the concentration of industry. 
F Technology and economic balance (Mono. 
No. 22, Pt. II, T.N.E.C., 1941); “The relation 
between size and efficiency of business,” Rev. 
of Econ. Statis., Aug., 1942; Wartime prices, 
August, 1939, to Pearl Harbor (U.S. Bur. of 
Labor ‘Statis., 1944). 

BLAKE, J. Howard, Glenn L. Martin Co., 
Baltimore 3, Md, A Glenn L. artin Co., dir. 
of market res., B. B A.B., 1928. Brown; 
M.B.A., 1930, Harvard. D 12, 14. E Studies 
of commercial application of non-aeronautical 
products. 

BLUMBERG, Aaron J., 5761 13th St., N.W., 
Washington, 

BOGUSLAW, Robert, 87th Signal Co., A.P.O. 
448, c/o Postmaster, New York, N.Y. 

BRANDT, Karl, Food Research Institute, 
Stanford University, Calif. A Consult., fed. 
gov. agencies; Food Res. Inst., econ. and prof. 
agric. econ., TR. B Dipl. Agr., 1921, Wiirttem- 
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berg State Col. of Agric., Germany; Dr. Agr.. 
1926, Col. of Agric., Berlin. C Untersuchungen 
tiber Entwicklung, Jesen und Formen der 
landwirtschaftlichen Pacht. D 15, 8 3. E 
Agricultural policy; reconstruction of Euro- 
pean agriculture. The German fat plan or 
its economic setting (1938), Whale oil, an 
economic analysis (1940) (Food Res. Inst.); 
Reconstruction of world agricuiture (N.W. 
Norton, 1945). G WIE. 

BRANN, William Paul, Univ. of Arkansas, 
Bur. of Univ. Res., Fayetteville, Ark. A 
Univ. of Arkansas, asst. prof.. R. B B.A., 
1938, Arkansas State; M.A., 1941, Virginia. D 
1, 15, 11. E Economic studies of operating in- 
dustries in Arkansas. 

BRANNON, Gerard Marion, 3612 Ingomar 
Pl., N.W., Washington 15, D.C. A Bur. of 
Budget, fiscal anal. B A.B... 1943, M.A., 1944, 
Georgetown. D 1, 6, 5. E Investments in the 
1930's. 


BRAUN, Kurt, 722 Jackson Pl., N.W., Wash- 
ington 6, D.C. 
BREEN, Vincent Ignatius, Serra High 


School, Park Blvd. and Crystal Springs Rd., 
San Mateo, Calif. A Principal, T. B Ph 
1943, Catholic. CG The conciliation service 
(Catholic Univ. Press). D 17, 1, 2. 
BREITHAUPT, Le Roy, Oregon State Col- 
lege, Corvallis, Ore. 
BRODINSKY, Joseph E., 1100 First Na- 
tional Bank Bidg.. Pittsburgh, Pa. 
BROWN, Bernice Seltzer (Mrs. Harold H.), 
Meridian Hill—307, 2601 16th St., N.W., Wash- 


ington 9, D.C. A U.S. Bur. of ‘Labor Statis., 
jr. econ., R. . B.A., 1943, Univ. of Washing- 
ton. D 4, 6, 


BROWN, toate Stewart, New York State 
Teachers Col., Brockport, NY. A New York 
State Teachers Col., head of econ. program, 
TR. B A.B., 1939, A.M., 1940, Michigan. D 2, 
17, 14. E British administration of the Illinois 
country (doctoral dissertation); Iberville Canal 
project and its relation to the fur trade of the 
Mississippi Valley. 

BROWN, Edw. T.. Wolcott, N.Y. 

BROWN, Horace B., Jr., Univ. of Missis- 
sippi, School of Com. and Bus. Admin., Uni- 
versity, Miss. A Univ. of Mississippi, dean, 
prof. of econ. TRA. B B.S.C., 1931, Mississippi; 
M.B.A., 1932, Ph.D., 1941, Northwestern. 
Development and present status of the co- 
operative marketing of cotton in the State 
of Mississippi. D 12, 11, 10. The staple 
cotton co-operative association (Univ. of Mis- 
sissippi, Bur. of Bus. Res., 1942). 

BROWN, Mary Virginia, 112 E. College 
Ave., State College, Pa. A Pennsylvania State 
Col., res. asst., R. B A.B., 1936, Pennsylvania 
Col. for Women; M.A., 1938, Pennsylvania 
State Col. , 4 F Co-author, “What is 
happening to Pennsylvania’s national banks?” 
Money and Com., June 17, 1944, 

BRUNER, Nancy, 7511 Main St., Kansas 
City 5, Mo. Western Auto Supply Co., 
statis., RB. B B.A., 1942, Kansas City; M.A., 
1943, Iowa. D 4, 5, 6. E Theory and applica- 
tions of the logarithmic normal curve (with G. 
R. Davies). F “A second moment correction 
for grouping” (with G. R. Davies), Jour. of 
Amer. Statis. Asso., Mar., 1943. 

BURK, Marguerite Cw 2039 New Hampshire 
Ave., N.W., Apt. 308, Washington 9, D.C. 
A Bur. of Agric. Econ., agric. econ. ew 
R. B A.B., 1937, M.A., 1938, Kansas. D 19, 

BURNS, Mary Ray (Mrs. Wendell T. ), Ee. 
celsior, Minn. 

BURSTEIN, Herman, National Bureau of 
Economic Research, W. 254th and Independ- 
ence, Riverdale, New York 63, N.Y. A Nat. 
Bur. of Econ. Res., res. asst., R. B B.S.J., 
1940, Ohio Univ.; M.A., 1941, Oberlin. D 8, 7, 1. 
E Economics of Pan-America:: solidarity (doc- 
toral dissertation). 


CAMPBELL, Charles Douglas, British Raw 


Materials Mission, 1800 K St., N.W., Was. 
ington, D.C. A British Raw Materials M 
sion, Metals Div., head, A; Univ. of Liverpoo), 
England, lecturer, T. B B.Com., 1927, 
1928, Ph.D., 1931, Univ. of Manchester, Eng. 
land. C Effects of the business cycle on rail. 
ways. D 5S, 8, 11. F British railwaye in boom 
and depression (P.S. King, London, 193). 
Financial democracy (with Margaret Miller) 
(Hogarth Press, London, 1933). 

CAMPBELL, Kenneth H., c/o San Francisey 
Chamber of Commerce, 333 Pine St., San Fran. 
sisco, Calif. A San Francisco Chamber of 
Commerce, B. B B.S.. 1927, New York. Da 

ARR, Harold Noflet, i740 G St., N.W. 
Washington, D.C. and 
Western A. B B.S., 1943, Texas 4 
and M. D 14, 4, 

CARROLL’ Clifford Andrew, 221 N. Granj 
Bivd., St. Louis Univ., St. Louis, Mo. A $¢ 
Louis Univ., grad. student, R; Seattle Col, 

B., 1933, M.A. 1934, Gonzaga Uniy, 


1, 

CASSIDY, Elliott, 5912 14th St, Nw 
Washington 11, D.C. A War Dept., anal, R 
B 1934, AM., 1935, Ph.D.. 1939, Illinois 
C Denial of justice as a concept in interna 
tional law. D 10, 11. E Development of ty. 
dehydration industry during World War IL 
F Development of animal products for the 
army (OQMG Historical Series No. 7, Wa 
Dept., 1944) (to be released after the war) 

CASSIDY, James Kinsella, Loras Col., Dy 


buque, Ia. 

CAUFIELD, Henry P., Jr., 1660 Lanier P!, 
Washington, D. 

CAZELL, Gabriel Francois, 418 Marlborough 
Rd., Brooklyn, N.Y. A U.S. Army Transport, 
Merchant Marine, transportation officer, R; 
Bur. of For. and Dom. Com., econ. anal. B 
M.S., 1939, Texas A. and M. C 


CHAIKEN, Israel Bernard, 245 W. 25th St, 
New York 1. N.Y. Schenley wr 
statis., B. B B.A., 1941, New York. D 4, 12, 19 

CHARLTON, Joseph William, 1407 Elm St. 
Grinnell, Ia. Grinnell Col., asso. prof. of 
econ. B A.B.. 1914, A.M., 1916, Oberlin; Ph.D, 
1938, History banking in Illinois 


since 

CH 99 Wall St., Room 711, New 
York yy "N.Y 
CHRISTELOW, Allan, c/o British Civil 
Secretariat, Box 680, Benjamin Franklin Sta, 
Washington, D.C. 

CLARENBACH, Fred A., 6227 19th St.. 
Arlington, Va. 

CLARK, Alden Haskell, =~" Book Co., 
88 Lexington Ave., New York N.Y. 

CLARK, Margaret (Mrs. Sidney B.), 272 
Porter St., N.W., Washington 8, D.C. A A US. 
For. Econ. Admin., Us 
Gov., RA. B B.A., "1941, Hunter. D 10, 

E Contemporary views of of 
wholesale and retail prices; investigations 
foreign trade. 

CLARKE, Stephen V. O., 46 Walter Hastings 
Hall, Cambridge 38, Mass 

CLEMENT MARIE, Sister, St. Francis Col- 
lege Til 
SIORNSEN, c/o Norwegian Em 
— Washington 7, D.C. 

COLE, George Joseph, 702 Clark St., Cam 
bridge, Ohio. A RFC, prin. auditor, B. BBS 
in B.A.. 1939, Southern California. D 9, 12, 

COLEMAN, George W.. Mississippi Va!’ 
Trust Co., St. Louis 2, Mo. A Miss. Valley 
Trust Co., econ., B. B B.A., 1934, Ariaees, 
M.A., 1935, Ph.D., 1939, Washington Univ 
A critique of three theories of the relation 


n 


ship of bank credit and capital formation 


| 
» Goren, Donald J., 220 Madison Ave.. New 
York, N.Y. 

CONOVER, Harry, 419 N. Glebe Rd. 


econ. anal., RA; 
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Va. A Co-ordinator of Inter-American 
Afairs, consult. econ., R; Dept. 
trust Div., consult. econ., R. 1934, 
York; grad. student, 
D % ll, 3. E. Trade policies of the other 
American Republics. 
COOGAN, Ley Francis, Catholic Univ., 
Washington 17, D.C. A Student, R. B M.A, 
44 Catholic. D 20, 17, 18. E Study of 20,000 
Catholic families in field of fertility. F “What 
“the real Catholic population?” Amer, Eccles. 


Rev.. May, 1944. 

CRONIN, Bernard Cornelius, 2808 Lakeshore 
Ay ve Calif. A Col. of the Holy 
Names, prof. T. B_A.B., 1936, St. Patrick’s 
Sem. ; Pk'D. 1943, Catholic. C Father Yorke 


and the labor movement in San Francisco, 
190-10 (Catholic Univ. Press). D 17, 2, 1. 

CROW, Allen B., Economic Club of Detroit, 
11022 Washington Bivd. Bldg., Detroit 26, Mich. 
“CUTLER. Howard A., CinCPac Military 
Gov.. c/o Fleet Post Office, San Francisco, 


Missouri 


m nthly), 


Ua if 
DALE, Ernest, American Management Asso., 
230 W. 42nd St., New York 27, N.Y. A Amer. 
Man geme -nt Asso., econ., R. B M.A., 1943, 
ridge Univ., England. D 17, 1, 3. E Man- 
ent and the foreman. F “How England 
rols inflation,” Antioch Rev., winter, 
4); Unionization of foremen (mono., Amer. 
Management Asso., 1944); “The guaranteed 
annual wage,” Personnel, Nov., 1944. 
DAS, Rajani Kanta, 3200 16th mew, 
Washington, D.C. 
DAUTEN, Carl A., Valley Col., 
Mar Mi 
DeBOOR, June Cornel, 26 E. St. Clair St., 
Cincinnati 19, Oh ¥ A Ohio Wesleyan Univ., 
student. D 8, 17, 
DECKER, Keineth, Staff, ComAirPac, c/o 
Fleet Post Off San Francisco, Calif. A U.S. 
Navy, “4; OPA, San Francisco reg. 
fice, asso. econ., A. B 1934, Wisconsin. D 18, 
F Editor, WPA Statistical Bulletin 
1937-40, 
DeFORD, John Franklin. 2310 S. 35th St., 
Omaha 5, Neb.; A 
Engrs., statis., R. 
M.A., 1939, Nebraska. D 4, 16, 10. 
CANTO, Jorge, Banco Central, Uni- 
jad de Chile. Santiago, Chile, So. Amer. 
"DICKENS, Albert Edward, 20 N. Wacker 
, Rm. 1470 Chicago 6, Ill. A Chicago Plan 
Com., dir. of res. RA. B A.B., 1930, M.S., 
39, Indiana. D 16, 5, 6& E Industrial and 
¢ ial planning, and a housing program 
f ago F Structure and growth of real 
roperty uses in Indianapolis (mono., Indiana 
Univ 939); Economic background for plan- 
one Chic (1942). A housing program for 
icago ir 44) (Chicago Plan Com.). 
_,DIMOCK, Marshall Edward, Northwestern 
316 Harris Hall, Evanston, Ill. A 
Northwestern Univ., prof. TR. B A.B., 1925, 
Pomona Col.; Ph.D., 1928, Johns Hopkins. Cc 
C ngressional investigating committees (Johns 
ns Press, 1929). D 10, 14, 17. E Bu- 
cy in business and government; semi- 
lic corporations. F British public utilities 


and 
and 


and national development (Geo. Allen and 
‘nwin, 1933); The frontiers of public ad- 
ministration (with John M. Gaus and Leonard 
D. White) (Univ. of Chicago Press, 1936); 


Modern politics and administration: a study 


creative state (American Book, 1937). 
Re sng Mason C., 226 S. 45th St., Phila- 


Pa 
“DOBROVOLSRY, Sergei P., W. 254th St. 
and Independence Ave., Hillside, Riverdale, 
New York, N.Y. A Nat. Bur. of Econ. Res., 
vr asso., R. B M.A., 1942, Columbia. D 1, 


DOCKTERMAN, M., 1432 Girard St., N.W., 
Apt. 204, Washington, D.C. 
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School of Bus. Admin., 


332, Washington, 
Washington, D 5S, 6, 10. 


and Board of Trade, 
Philadelphia 7, Pa. 
and Bd. of T 
lumbia. D 6, 
Lan printing industry (Columbia Univ. Press, 
dustry (co-author) (Inst. 
1942) 


Dproshivs 27, N.Y. A Brooklyn Co., 


Univ. D 4, 10, 11. 
mills. 


P 


1942, Bradley 
nesota. D 1 


Brooklyn 11, N.Y. 
1941, 


Stores, P. O. Box 660, 4th and Jackson Sts., 
Oakland 4 


way Rd., R. 2, Old Lyme, Conn. 


ams Mill Rd., Washington 9. D.C. 
Census, econ. anal., R 
technical 
Econ., 
Columbia. C Economic theory of co-operation. 
Di, & 11. 
nomic science. 
tion (privately printed, 


N 


ner, tax consult. 


N 
C. 


Costs,” 1920, “Accounting in evolution,” 1940, 
our, 


Rev., 
Plattsburg Ct., N.W 
A 

1942. 
lingswood, N.J. 
lington 

604, Washington, D.C. A United ‘Nations In- 
terim Com. on Food and Agric., 
Iowa State Col. 


health in New Zealand; Organization of nutri- 
tion work in various countries. 


DOYLE, Leonard A., Univ. of Goferate. 
Berkeley, Calif 
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canal; taxation of hospitals. 

ZUCKERMAN, Irving, 1416 R St., N.W, 
Washington 9, D.C. 
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JUSING 


VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for positions in the field of economics and to administrative 
oficers of colleges and universities and to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection among 
the applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
descriptions of vacancies announced and of applications made, It is optional with 
those submitting such announcements to publish name and address or to use a key 
number. 

Communications should be addressed to: The Secretary, American Economic As- 
sociation, Northwestern University, Evanston, Illinois. 


Vacancies 


No announcements. 


Teachers Available 


International economic relations, comparative economic system, government and 
business, national defense and war, research: Man, 41, married, European Ph.D. 
degree, American citizen. Wide experience in academic teaching and research; many 
publications. Now employed at Eastern college; desires position with greater oppor- 
tunities. Available in May, 1946. E108 


Labor economics, industrial management: Man, 44, Ph.D., 1931, University of 
Wisconsin. University teaching experience; research and general experience in 
business and government agencies. Lecturer in the evening session of a large college 
and director of education in a commercial organization; on leave to teach in Army 
University Studies Center, England. Available, February, 1946. E116 


Money and banking, business cycles, international trade and finance, corporation 
finance, economic theory, statistics: Man, 43, married, Ph.D., Harvard. Seventeen 
years of experience teaching economics in American colleges; also experience in 
banking and government service; publications; employed as head of department in 
small college but desires position with greater academic opportunities. Available in 
July, 1946. E133 


Theory, finance, public control of business, public utilities, labor, consumption: 
Man, 57, married, A.B., Wisconsin, M.A., Kansas, plus law training. Five years of 
economics and political science teaching and research in universities; 6 years of 
public administration and research; 2 years of newspaper editorial work; business 
and civic-commercial organization experience; publications. Desires university or 
college teaching or research position. Available immediately. E190 


Elementary economics, South American economy, postwar problems, cartels and 
corporations: Doctor of Law and Economics. Author of various books and opinions; 
member and honorary member of scientific societies; lecturing experience in the 
United States and abroad. Desires teaching or research position in or near New 
York or Washington; also part-time or advisory work or summer lecture work at a 
university, E195 


Industrial relations, economic history, theory, government control of business, gen- 
eral and applied economics, industrial organization, management: Man, 32, married, 
B.A. M.A., Ohio State University; Ph.D., Columbia University. One year of ex- 
perience in private research; 1 year government research; 21/2 years of government 
administration and supervision of research staff; 314 years of college teaching. Em- 
ployed but desires college teaching position in California or Southwest. Available 
immediately. Would consider advisory or research work also. E197 


Corporation finance, money and banking, elementary and intermediate accounting, 
elementary statistics, investments and economics: Man, 50, M.A., 1924, Ph.D., 1941. 
Wide college teaching experience for 12 years; 5 years of business research and 
statistics experience. Now associate professor of finance in a state university. Wishes 
permanent teaching position. £198 


| 
| 


Money and banking, labor economics, corporation finance, investments, statistics: 
Man, 37, married, Ph.D. Six years of college teaching and administration; 3 years 
of business experience; 3 years of government administration and supervision of 
research staff ; publications. Desires university or college teaching or adminis. 
trative position. E202 


Money and banking, corporation finance, economics, elementary and intermediate 
accounting: Man, 29, M.B.A., 1942, Northwestern University. Six years of teach. 
ing experience. Discharged veteran, 3 years service. Available immediately. £203 


Foreign trade, public finance, industrial management, money, sociology: Man, in 
early forties, former Vienna economist; also Utrecht University; at present lectur. 
ing for the Drummond Professor on Foreign Trade Policy, Oxford University; 
highly specialized on modern foreign trade policy, locational theory, public finance: 
did Allied government and private economic and political research work of im. 
portance; publications in German and English. Willing to lecture and to do re. 
search work in economics, sociology, international relations, modern history, Ger- 
man, French. Acting secretary of the International Academy for Christian Sociology. 
Seeks American appointment. Dr. A. V. Berger-Voesendorf, 29 Coverly Rd., Head. 
ington, Oxford, England. 


Labor problems, labor relations, economic principles, American economic history, 
money and banking, comparative economic systems, consumer economics: Man. Ten 
years of college teaching and directing research; 4 years in government research and 
operations. Books and other publications. Desires college teaching or research posi- 
tion. Available in February, 1946. E204 


Economic theory, statistics, investments, economic history, fiscal theory, history of 
economic thought, money and banking: Man, 34, married, A.B., Long Island, B.S, 
M.B.A., New York, Ph.D., expected at American, 1946. Sixteen years of business 
experience with largest stock exchange; since 1938 as assistant to chief statistician; 
last 314 years on military leave (Lt. Comdr., Supply Corps, Navy). Desires per- 
manent research or teaching position in above fields. Available immediately. E205 


Theory of employment and business cycles, national income, labor, political science: 
Man, 25, married, M.A., Cambridge, England, British; 31/2 years Lieutenant in Royal 
Navy, concurrently London correspondent of a New Zealand journal; new economic 
research officer to the Government of New Zealand. Desires teaching or research 
position in America. Available in February, 1946. E206 


International economics, money and banking, business cycles, British and European 
economies, political science: Man, 30, married, M.A. (1st class), B.Litt., Oxford, 
England. Two years of research at London School of Economics; author of recent 
British economic report; at present holding teaching post at British university. 
Wishes one- to two-year teaching appointment at an American university. Available 
in July, 1946. E207 


g| 


The Economics of Peace 


By Kenneth E. Boulding, Iowa State College 


This text presents in everyday language the great advances 
in economic thought in the past 25 years with particular 
reference to immediate post-war reconstruction problems and 
long-range reform of the economic system looking toward 
economic progress, just distribution, and full employment. 
It also seeks to establish the moral and political conditions 
upon which economic solutions must be predicated. 


312 pages College List $2.75 


The Growth of the American Economy 


H. F. Williamson, Yale University, Ed. and 26 specialists 


A true economic history for your new curriculum. Each chap- 
ter, complete in itself, is written by an expert in his field. The 
chapters are correlated to give balanced prespective and un- 
derstanding. Variety of exposition holds the student's inter- 
est. Illustrations reinforce the appeal. Presentation from 
many points of view avoids the distortion of compart- 
mentalized study. 


804 pages College List $4.00 


Economic Analysis and Public Policy 


By M. J. Bowman, formerly Iowa State College, and 
G. L. Bach, formerly of the Federal Reserve System 


This book treats the present-day problems of inflation, tariffs, 
labor unions, taxes, free enterprise, money, utility regulation, 
international exchange, monopoly, world markets and the 
consumer. It covers them in such a way the reader can 
really understand the problems and help solve them, The 
student is shown the nature of scientific method in applying 
economic analysis to questions of public policy; in short, 
scientific economic analysis at work. 


935 pages College List $4.50 


For your approval copy, address 


PRENTICE-HALL, INC. 


70 FIFTH AVE., NEW YORK 11, N.Y. 


Please mention THe AMERICAN Economic Review When Writing to Advertisers 
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LONDON SCHOOL OF ECONOMICS AND 
POLITICAL SCIENCE 


University of London 


The following reprints of scarce tracts in economics and political science, published by the 
London School of Economics and Political Science, are available to members of the Ameri- 
can Economic Association at the reduced prices quoted, Orders must be sent to the Secretary 
of the American Economic Association, Evanston, Illinois, and must be accompanied by a 
draft in English exchange in favor of the London School of Economics and Political Science. 


A discount of 10% is allowed on orders for the whole series. 


1. Pure Theory of Foreign Trade and Pure Theory of Domestic 
va By Alfred Marshall. (1878) 1930, re-issued 1935; 28, 37 pp. 

2. A Lecture on Human Happiness. By John Gray. (1825) 1931; 
72, 16 pp. 3s. 6d. 

3. Three Lectures on the Transmission of the Precious Metals from 
country to country, and the Mercantile Theory of Wealth. By Nassau 
W. Senior (1828) 1931; 96 pp. 3s. 6d. 

4. Three Lectures on the Value of Money. By Nassau W. Senior. (1840) 
1931; 84 pp. 3s. 6d. Reprint exhausted. 

5. Three Lectures on the Cost of Obtaining Money and on Some Effects 
of Private and Government Paper Money. By Nassau W. Senior. (1830) 
1931; 103 pp. 3s. 6d. Reprint exhausted. 

6. Labour’s Wrongs and Labour’s Remedy; or, The Age of Might and 
the Age of Right. By J. F. Bray. Ga) 1931; 218 pp. 5s. 

7. A Critical Dissertation on the Nature, Measures, and Causes of 
Value; chiefly in reference to the writings of Mr. Ricardo and his follow- 
ers. By Samuel Bailey. (1825) 1931; xxviii, 258 pp. 5s. 

8. Lectures on Political Economy. By Mountifort Longfield. (1834) 
1931; 12, 268 pp. 5s. 

9. The Graphic Representation of the Laws of Supply and Demand, 
and other Essays on Political Economy. By Fleeming Jenkin. (1868- 
1884) 1931; 6, 154 pp. 4s. 

10. Mathematical Psychics. An Essay on the Application of Mathematics 
to the Moral Sciences. By F. Y. Edgeworth. (1881) 1932; 150 pp. Reprint 
exhausted. 

11. Grundziige der Theorie des wirtschaftlichen Giterwerts. By E. 
v. B6hm-Bawerk. (1886) 1932; 150 pp. 3s. 6d. Reprint exhausted . 

12. Co-ordination of the Laws of Distribution. By Philip H. Wicksteed. 
(1894) 1932; 60 pp. 3s. 6d. Reprint exhausted. 

13. Wages and Capital. By F. W. Taussig. (1896) with a new introduc- 
tion by the author, 1932, re-issued 1935; ix, xviii, 352 pp. 7s. 6d.* 

14. Tours in England and Wales. By A. Young. (1784-1798) 1932; 336 


pp. 5s. 

15. Uber Wert, Kapital und Rente. By Knut Wicksell. (1893) 1933; 143 
pp. 4s. Reprint exhausted. 

16. Risk, Uncertainty, and Profit. By Frank H. Knight, Ph.D. (1921) 
with a new introduction by the author, 1933, re-issued 1935; 1937; 1939; 
1940; xliv, 381 pp. 6s. 3d. 

17. Grundsatze der Volkswirtschaftslehre. By Carl Menger. (1871) with 
a new introduction by F. A. von Hayek, 1934; xxxii, xi, 286 pp. (Collected 
Works, Vol, I) 7s. 6d. 

18. Untersuchungen ti d. Methode der Socialwissenschaften, u. der 
Politischen Oekonomie insbesondere. By Carl Menger. (1883) 1933; xxxii, 
292 pp. (Collected Works, Vol. II) 7s. 6d. 

19. Kleinere Schriften sur Methode und Geschichte der Volkswirt- 
omatnaee By Carl Menger. 1935; vi, 292 pp. (Collected Works, Vol. 
III) 7s, 6d. 

20. Schriften tiber Geldtheorie und Wahrungspolitik. By Carl Menger. 
1936; 332 pp. (Collected Works of Carl Menger, Vol. IV) 7s. 6d. 


* These numbers may be secured in an alternative full binding at the extra cost of 1s. 
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The Economic History 
Of The United States 


Nine volumes are planned for this important new series which will 
survey the growth of the American economy from colonial days to 
the present time. In the words of the Editors of the Series— 


“Scholarly concern with American economic history has been con- 
stantly growing during the past half century. . . . The earlier thin 
trickle of monographs has broadened in recent years into a flood of 
publications. At present, such specialized studies, the many collections 
of documentary materials, and the mountains of government reports 
on different facets of American economic life, are staggering in their 
richness and scope. 


“This series has been planned to utilize these available sources in the 
preparation of a full-scale, balanced, cooperative, and readable survey 
of the growth of the American economy and of its transformation from 
one of primitive character to world pre-eminence in industry, trade 


and finance. .. .” 


The Editors— 
HENRY DAVID Louis M. HACKER 
Harotp U. FAULKNER Curtis P. NETTELS 


FreD A. SHANNON 
THE FARMER’S LAST FRONTIER, Agriculture 1860-1897, by 
Fred A, Shannon (434 pp., college edition $3.75), Volume V in the 
Series, has already been published. Other volumes will be announced 
when ready for publication. They will deal with the following periods: 


I. Colonial Period to 1775 VI. Industry, 1860-1897 


II. 1775-1815 VII. 1897-1917 
III. Agriculture, 1815-1860 VIII. 1917-1929 
IV. Industry, 1860-1897 IX. 1929-1941 


FARRAR & RINEHART, INC. 
232 Madison Avenue, New York 


Please mention Tus AMERICAN Economic Revisw When Writing to Advertisers 
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ROYAL ECONOMIC 
SOCIETY 


Annual Membership- - - - - - $5.00 
Life Membership - - - - - - - $50.00 


The Membership Subscription now covers the receipt of the follow- 
ing: 


THE ECONOMIC JOURNAL. Quarterly. 
Economic History (about 150 pp.). Annual 


Statistical Bulletin on Economic Conditions in Great Britain. Quar- 
terly. 


Report and Statistical Bulletin on Current Economic Conditions in 
Europe. Annual. 


Special Memoranda. One or Two Annually. 


By joining the Society, all these varied publications, enabling the 
reader to keep abreast with the developments of economic science and 
economic facts in all parts of the world, can be obtained for $5.00 a 
year. 


The Bulletins and Special Memoranda are prepared by the London 
and Cambridge Economic Service with the assistance of regular cor- 


respondents in the chief European countries. 


Applications for membership should be addressed to: 


The Secretary, Royal Economic Society 
4, Portugal Street, London, W.C.2 


Please mention Tue AMERICAN Economic Review When Writing to Advertisers 
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WE KNOW JUST HOW YOU FEEL 


We, too, have our hands full this time of year. 


For us, December 24 and 25 are always busy days at Long Distance 
switchboards—and they will be busier than ever this Christmas. 
There will be unavoidably long delays on Long Distance and some 
calls may not get through at all. 


You will get quicker service a few days before or after the holidays. 


A 
>» 


BELL TELEPHONE SYSTEM 
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The Review of Economic Studies 


Vol. XI, No. 2 CONTENTS 


Patent Reform M. Polanyi 
A New Plant for Rent Subsidies M. J. Elsas 
A Note on the Economics of Retaliation T. Balogh 
A Note on the Index Number Problem E. Rothbarth 
Rents, Rates & Incomes in Bristol A. W. T. Ellis 


The object of the Ravizw is to supplement the facilities for the publication of new 
work on theoretical and applied economics, particularly by younger writers, and to promote 
discussion by means of short notes of a kind which do not normally appear in the existing 
journals. In normal times the Revigw is published in London three times a year, in October, 
February and June. During the present emergency the number is reduced to two. Editorial 
Communications to Miss M. Bowley, The School of Economics, Dundee, Scotland: ali 
other communications to The Secretary of THE Revizew or Economic Stupigs, 4 Pretoria Road, 
Cambridge, England. 


The Annual Subscription to the Review is 7/6 (post free) 


Single numbers: Vols. IV to VIII, 2s.6d. (2s.9d. post free); Vols. IX and X, 
4s.0d. (4s.3d. post free) 


London School of Economics and 
Political Science 


Reprints of Scarce Works on Political Economy 


. Industrial Combination. By D. H. Macgregor, M.A, (1906) 1935; xii, 246 pp.; 
reissued with new introduction by author. Full bound, 6s. 3d. 


. Protective and Preferential Import Duties. By A. C. Pigou, M.A. (1906) 
1935; xvi, 118 pp. Full bound, 5s, 


. Principles of Political Economy. By T. R. Malthus, (2nd edition, 1836) 1936; 
liv, 446 pp. Full bound, 8s. 9d. Reprint exhausted. 


. Three Lectures on Commerce and One on Absenteeism. By M. Longfield, LL.D. 
(1835) 1937; iv, 111 pp. Full bound, 5s. 


. The Literature of Political Economy. By J. R. McCulloch (1845) 1938; xx, 
407 pp. Full bound, 10s. 6d. 


. The National Income. By A. L. Bowley, Sc.D., and Sir Josiah Stamp, G.B.E., 
Sc.D. (1919, 1920, 1927) 1938; 145 pp. Full bound, 5s. 
* To be re-issued shortly with a new introduction by Professor Macgregor, at 6s 3d 


To obtain the above special rate, members must send their orders to the Secretavy of 
the American Economic Association, Evanston, Illinois, accompanied by a draft in 
English exchange in favor of the London School of Economics and Political Science. 
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Distinctiwe Books ... McGraw-Hill 


Inflation and the American Economy 


By Seymour E, Harris, Harvard University. 530 pages, $5.00 


Practical Financial Statement Analysis 
By Roy A. Foutxe, Dun & Bradstreet, Inc. McGraw-Hill Accounting Series. 
595 pages, textbook edition, $4.50 

Agriculture in an Unstable Economy 
By THeopore W. ScuHuttz, University of Chicago. Committee for Economic 
Development Research Study. 280 pages, $2.75 

The Technique of Executive Control. New sixth edition 


By Erwin H. ScHe.t, Massachusetts Institute of Technology. 275 pages, $2.00 


Salary and Wage Administration 
By Rate W. Ets, Economist and Industrial Relations Counselor. McGraw- 
Hill Industrial Organization and Management Series. 120 pages, $1.50 

A Program for Personnel Administration 


By Joun J. Evans, Armstrong Cork Company. 102 pages, $1.50 


When Foreman and Steward Bargain 
By GLENN GARDINER, Forstmann Woolen Company. McGraw-Hill Industrial Or- 
ganization and Management Series. 195 pages, $2.00 

Management Can Be Human 
By Harvey Stowers, Aircraft Industries Association of America, Inc. McGraw- 
Hill Industrial Organization and Management Series. 147 pages, $1.50 

Insurance as Interstate Commerce 
By E. W. Sawyer, Attorney for National Bureau of Casualty and Surety Under- 
writers, New York, N.Y. McGraw-Hill Insurance Series. 185 pages. $2.50 

Going into Business for Yourself 


By O. Frep. Rost, Editor, Wholesalers Salesman. 334 pages, $3.00 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 
330 West 42nd Street New York 18, N.Y. 
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THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by JAcoB VINER and H. KNIGHT 
Department of Economics, The University of Chicage 


The December, 1945, and later issues will contain: 
THE PHYSIOCRATS AND SAy’s LAW OF MARKETS. II By Joseph J. Spengler 


EFFECTIVENESS OF FACTORY LABOR, SOUTH-NORTH COMPARISONS 
By Richard A. Lester 


SCHUMPETER ON CAPITALISM, SOCIALISM, AND DEMocRACY . By Charles O. Hardy 


FOUNDED IN 1892. Published quarterly: March, June, September, December. 
Subscription $3.50 per year. Canadian postage, 16 cents; foreign postage, 40 
cents. Single copy, $1.00. 


The University of Chicago Press + 5750 Ellis Ave., Chicago 37, Ill. 


JOURNAL OF FARM ECONOMICS 
Published by THE AMERICAN FARM ECONOMIC ASSOCIATION 


Editor: Warren C. WAITE 
University of Minnesota, University Farm, St. Paul 8, Minnesota 


Volume XXVII, November 1945, Number 4 


This issue contains the award essays from the Agricultura] Price Policy Contest con 

ducted by the Association: 

First Award Essay . 

Second Award Essay 

Third Award Essay 

Honorable Mention Essays by: 
George W. Barr, Merrill K. Bennett, Gordor P. Boals, Karl Brandt, Willard W. 
Cochrane, R. J. Eggert, Paul A. Eke, Carl C. Farrington, Rudolph K. Froker, 
Charles D. Hyson, Adlowe L. Larson, James G. Maddox, Rainer Schickele, 
Geoffrey Shepherd, Lawrence Simerl 


W. H. Nicholls 
Gale Johnson 
Frederick V. Waugh 


This Journal, a quarterly, contains in addition, notes, reviews of books and articles, 
and a list of recent publications and is published in February, May, August, November by 
the American Farm Economic Association. Yearly subscription $5.00. 


Secretary-Treasurer: ASHER HOBSON 


Department of Agricultural Economics 
University of Wisconsin, Madison, Wisconsin 
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—— New Printing Ready in January 


The SOCIAL FRAMEWORK 
of the 
AMERICAN ECONOMY 


An Introduction to Economics 


By J. R. HICKS 
University of Manchester 


and ALBERT G. HART 
Research Economist, Committee for Economic Development 
On Leave from lowa State College 


“The first modern introduction to political economy that takes 
account of the enormous increase in our knowledge of the struc- 
ture of our economy. . . . Instead of the usual elementary text 
skimming the cream of all the ‘advanced’ courses, this is a real 
introduction to economics which leaves its readers with a formula- 
tion of problems for further study as well as an understanding of 
the essential interrelations of modern economic life.” 


—Harry D. Gideonse, President of Brooklyn College 


Published in September, this distinguished new book met with a 
success so immediate that the first printing was rapidly exhausted. 
A new printing, shortly to come from the press, insures an ample 


supply for second-semester classes. 


280 pages + $2.50 


OXFORD UNIVERSITY PRESS 
114 Fifth Avenue New York 11, N.Y. 
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THE JOURNAL OF 
LAND & PUBLIC UTILITY ECONOMICS 


a quarterly founded in 1925 by Richard T. Ely 
and published by Northwestern University until 1942 


November issue contains: 
The Education of Planners: A Commentary on Some Current Projects at 


California, Harvard, M.1.T., McGill, North Carolina, Syracuse and 
Wisconsin Joun M. Gaus 


Japanese Agriculture on the Pacific Coast 
Apon Pott and WarREN M. ENGSTRAND 


Farms and Homes from Surplus Military Lands Atvin T. M. Lee 
Postwar Adjustments in Cotton Production in the Southeast ..PHmLup E. Jones 


ALSO 


Reports and Comments and Book Reviews 


Published in February, May, August, and November 
Subscription—$5.00 per year Single copies—$1.50 
Editorial Offices 
Sterling Hall, University of Wisconsin + Madison 6, Wis. 


THE QUARTERLY REVIEW 
OF THE 


AMERICAN LABOR CONFERENCE ON 
INTERNATIONAL AFFAIRS 


International Postwar Problems 


Volume 2, Number 4 October, 1945 
Beginning a Symposium on: 
PLANNING AND PAYING FOR FULL EMPLOYMENT 


TOWARD A FULL EMPLOYMENT PROGRAM Albert Halasi 
PRINCIPLES OF FULL EMPLOYMENT Margaret F. W. Joseph 


FULL EMPLOYMENT WITHOUT PUBLIC WORKS, WITHOUT 
TAXATION, WITHOUT PUBLIC DEBT AND WITHOUT 
INFLATION Frank D. Graham 


PROSPERITY, DEMOCRACY AND PLANNING Carl Landauer 
REALISM AND SPECULATION IN EMPLOYMENT PROGRAMS Hans Neisser 
FUNCTIONAL FINANCE AND THE FEDERAL DEBT Abba P. Lerner 


One Dollar a Copy Three Dollars a Year 


The American Labor Conference on International Affairs 
9 East 46th Street New York 17, N.Y. 
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THE FUNDAMENTALS 
OF ACCOUNTING 


A Cost and Revenue Approach 


By DonaLp H. MACKENzIE, C.P.A. 


Professor of Management and Accounting, University of Washington 


The point of view and methods of accounting emphasized in 
this text are those widely adopted today as particularly well 
suited to modern business needs. For instance, the text is in 
line with the increasing importance of income and income tax 
computation and the decreasing importance of balance sheet 
matters. The first half of the book covers fundamentals. Five 
chapters are then devoted to accounting as related to manage- 
ment, with some valuable new material on manufacturing work- 
sheets and on recent cost concepts. The last part of the book 
deals with special features of partnership and corporation ac- 
counting, analysis of financial statements, budgetary control, etc. 


About 30% of the material is devoted to questions and prob- 
lems. In addition, a workbook, four practice sets, and tests will 
be available for use with the text. A teacher’s manual will also 
be available. To be published in January. $4.00 (probable) 


THE THEORY 

OF PRICE 
By George J. Stigler 
Contains the whole text of Pro- 
fessor Stigler’s The Theory of 
Competitive Price and addi- 
tional new material which gives 
a compact non-mathematical 
statement of the theory of price 
determination under various 
forms of imperfect competition. 
To be published in May. $3.75 
(probable) 


THE ECONOMICS 
OF CONTROL 


By Abba P. Lerner 


Discusses the most effective 
methods of controlling an 
economy for the best and great- 
est use of resources to serve the 
social interest and welfare. The 
nature and limits of perfect 
competition are studied as well 
as devices for bringing about 
the desirable results of perfect 
competition when competition 
itself is impossible or unstable. 


THE MACMILLAN COMPANY 


60 FIFTH AVENUE NEW YORK 11, N. Y. 
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THE ANNALS NOVEMBER 1945 


BUILDING THE FUTURE CITY 


EpITED BY 
ROBERT B. MITCHELL 


Executive Director, Philadelphia City Planning Commission 
Philadelphia, Pennsylvama 


This volume presents a comprehensive study of the factors involved in city 
planning. An analysis is made of the trends in population distribution, indus- 
trial development, and the use of natural resources and power. The effect 
of advancing technology and the role of transportation are discussed. Govern- 
mental, financial, and social aspects of the problem are dealt with in relation 
to urban development. New trends in educational, cultural, and recreational 
services are studied as well as the future development of urban health and 
welfare services. 

$2.00 


(Additional copies to members of the Academy, $1.00 each) 


The American Academy of Political and Social Science 
3457 Walnut St., Philadelphia 4, Pa. 


INTERNATIONAL AFFAIRS 


PUBLISHED QUARTERLY BY THE ROYAL INSTITUTE OF 
INTERNATIONAL AFFAIRS 


Chatham House, London, England 
Vol. XXI, No. 4 October 1945 


RESPONSIBILITIES OF THE GREAT PowERS ....Commander Herbert S. Agar 
REFLECTIONS ON THE FOREIGN POLICY OF FRANCE Raymond Aron 
YUGOSLAVIA IN THE BALKANS AND CENTRAL Europe . .Stoyan Pribichevich 
INTERNATIONAL ECONOMIC COLLABORATION AND THE ECONOMIC 
AND SOCIAL COUNCIL Allan G. B. Fisher 
How MucH CAN GERMANY PAY? ............. P. N. Rosenstein-Rodan 
AUSTRIA BEFORE THE ANSCHLUSS AND A VIEW OF HER FUTURE 
PROSPECTS Sir Walford Selby 
INDIA's FOREIGN RELATIONS NOW AND IN THE FUTURE 
Sir Aubrey Metcalfe 
Crvit AVIATION: AN HISTORICAL SURVEY Harold Stannard 
TRANSPORT PROBLEMS IN EUROPE ...............-0000% E. R. Hondelink 


REVIEWS 


Subscriptions $5.00 per year 


United States—New York Publications Office, R.I.I.A., 542 Fifth Avenue, New 
York 19; Canada—The University of Toronto Press, Toronto, Ontario, Canade. 
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1945 - Holt Publications - 1945 


Revised Edition 


Finaneing Government 


Harold M. Groves, University of Wisconsin 


Over 50 adoptions since publication October 1945! 


“I am using Groves in my course in Public Finance. I am pleased with 
its coverage of such matters as social security taxes, fiscal administration, and 
government fiscal policy.” 

—M. M. Stockwell, University of California, Los Angeles 


"I consider this the best text for the undergraduate student of public finance. 
The revised edition is invaluable for the inclusion of current material on 
federal taxes, and for discussion of new economic theories in their relation 
to current economic problems.” 


—M. R. Mell, Agnes Scott College 


“An improvement of the first edition, which was itself excellent. We are 
using it here to our great advantage.” 
—John Ise, University of Kansas 


653 pp. $4.00 


International Investment 
and Domestie Welfare 


Norman S. Buchanan, University of California, Berkeley 


Vital reading for students of the problems of economic reconstruction. 
The author states convincingly this country’s obligations and interests in 
“grubstaking the postwar world” and the consequences to security every- 
where. 


Published August 1945 249 pp. $2.75 


Henry Holt and Company, New York 
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THE SOUTH AFRICAN JOURNAL OF ECONOMICS 
Editors 


S. Herpert FRANKEL C. S. RicHarps R. Lest 


CONTENTS OF VOL, 13, NO. 2, JUNE 1945 


The Economic Developments of the Cape Under Van Riebeek—Part Il 
H. M. Robertson 
The Organisation of Employment in the Transition from War to Peace— 
Review Article with Special Reference to South Africa ........ R. H. Smith 
An Objective Ordinal Theory of Value Professor G. H. T. Malan 


Consumption, Investment and War Expendituie in Relation to the National 
Income Professor S. Herbert Franke] 


Reviews: Union Official Publications: Recent Periodicals and New Books. 

Single Copies at 6s. per copy, obtainable from the Central News Agency, Limited, 
and ali leading booksellers. 

Overseas Agents for subscriptions (21. 1s. Od. per annum) and single copies (6s 


each) Messrs. P. 8. wr Staples, Ltd., Orchard House, 14, Great Smith Street, 
Westminster, London, 8.W.1. 


Subscriptions to the Journal, £1. 1s. Od. per annum and enquiries re advertisement 
tariffs to the Chairman, Board of Management, P.O. Box 5316, Johannesburg. 


SOCIAL RESEARCH 


An international quarterly, founded in 1934, published by the 
GRADUATE FACULTY OF POLITICAL AND SOCIAL SCIENCE 
of the New School for Social Research, New York 


Contents for November 1945 (Volume 12, Number 4) 


Industrial Relations and the Curriculum ................+++0e++e+++++PHILLIPS BRADLEY 
Economic Possibilities in the Mountain Regions 

The Nature of Scientific Method 

Some Critical Remarks on Man's Science of Man 

Recent Literature on Economic Systems (Note) 


Boox REviEws 
Published in February, May, September and November 
Subscription $3 a year (Foreign $3.50)—Single copies 75 cents 
66 WEST 12TH STREET, NEW YORK 11, N.Y. 
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BOOK NEWS 


REVISED AND ENLARGED 


THE ECONOMICS OF 
LIFE INSURANCE 


By 


S. HUEBNER 


yey is an up-to-date, authoritative text for college courses 


in life insurance. It shows that the human life value, as 
the predominating economic element in our business and 
family affairs, should be accorded the same careful and sci- 
entific treatment which we have for many years extended 
to our property possessions, the minor element; explains the 
availability of life insurance as a practical and convenient 
means of applying to the organization and management of 
our life values all those fundamental principles and prac- 
tices which we now apply, as a matter of course, to the or- 
ganization and management of our property affairs; and 
points out the creative functions of life insurance, such as 
the stimulating of personal endeavor, the conserving of life, 
credit and saving, and the directing of investments, It is a 
valuable aid to teachers of economics, finance, or sociology 
as a volume identifying life insurance with their particular 


subject of specialization. 12mo, 272 pages. $2.25. 


D. APPLETON-CENTURY COMPANY 
35 West 32nd Street New York I, New York 
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The Canadian Journal of Economics 
and Political Science 


The Quarterly Journal of the Canadian Political Science Association 
Editors 
C. A. Curtis, R. MacG. Dawson, J. A. Corer, G. A. Extiorr 
Managing Editor 
V. W. Bravex, University oy Toronto, Canapa 

Annual subscription - - - + = $3.00 

Single copies - + + + = « $1.00 
This Journal! publishes articles on the economic, political and social prob- 
lems of Canada and on the general theoretical issues raised by these 
problems. The Journal also contains reviews, notes on current Dominicn 


and Provincial Legislation, and on Canadian official publications. Each 
issue will contain a bibliography of Canadian Economics. 


Subscriptions may be sent to the publisher 


THE UNIVERSITY OF TORONTO PRESS 


TORONTO, CANADA 


INTERNATIONAL LABOUR REVIEW 


(A monthly review published in three editions, English, 
French and Spanish, by the International Labour Office.) 


ARTICLES by recognised authorities on all aspects of social policy, national and 
international 


Fifty pages of INDUSTRIAL AND LABOUR INFORMATION (formerly issued as a weekly 
publication) containing news drawn from official and unofficial sources in every 
country, including information on the efforts of war or mobilisation on labour 
and industry 


Reports and news items on post-war RECONSTRUCTION planning in many countries 


STATISTICS of wages, unemployment, cost of living, hours of work, etc., constituting 
a unique source of information, since the I.L.O. is the only existing institution 
in a position to secure the relevant data from all parts of the world 

Price: 50 cents; 2s. Annual subscription: $5. 21s. 


A specimen copy of the REVIEW and a CATALOGUE of recent publications, which include 
studies on wartime and post-war labour and employment problems, food control and developments 
in the field of social security, will be sent on application to the International Labour Office, 3480 
University Street, Montreal, Canada, or to the Washington Office, 734 Jackson Place, Washington 6, D.C. 
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ColumbiaBooksColumbiaBooksColumbiaBooks 


Industry in Latin America 

By George Wythe 
The most nearly complete survey of the industrial aspects of 
different Latin American national economies available. It con- 


tains a great deal of material that cannot be found elsewhere 
in English nor in any such complete form in Spanish. $4.00 


A Cartel Policy 
for the United Nations 
Edited by Corwin D. Edwards 
Lectures delivered at Columbia University under the auspices of 
the Department of Public Law, concerning various aspects of 


American postwar policy toward international cartels. Presents 
much new information about cartel practices which has become 


available in the last few years. $1.25 


Seasonal Farm Labor 
in the United States 


With Special Reference to Hired Workers 
in Fruit and Vegetable and Sugar Beet Production 


By Harry Schwartz 


An examination of the forces governing employer-employee rela- 
tionships against the background of a changing agriculture. $2.25 


The Tragedy of European Labor, 1918-1939 
By Adolf Sturmthal 


“The best account of labor history during the great inter-war 
crisis that has yet appeared.”—The Nation. $3.50 


A Price for Peace 
The New Europe and World Markets 
By Antonin Basch 


“Highly recommended.”—The New Republic. 


COLUMBIA UNIVERSITY PRESS 
2960 Broadway, N.Y. 27 
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THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and 
New Zealand 


Published half-yearly in June and December. 
Single copies, 5 shillings (Australian). 
Annual subscription, 10 shillings (Australian). 


The Economic Record publishes authoritative articles by 
recognized economists on economic, financial, labour and 
social conditions in Australia and New Zealand. 


It is the only Journal in Australia which examines these 
questions from a scientific point of view. 


Subscriptions should be sent to the publishers: 


The Managing Director, The Melbourne University Press 
Melbourne, N.3., Australia 


ECONOMICA 


ECONOMICA is published 5 ct. by the London School of Eco- 


nomics and Political Science, in February, May, August, and November, 
and is devoted to research in the field of Economics, Economic History 
and Statistics. The Journal is under the direction of an Editorial Board 
composed of Mr. A. M. Carr-Saunders, Dr. F. C. Benham, Professor 
F. A. von Hayek, Professor A, Plant, Professor D. H. Robertson, Pro- 
fessor Lionel Robbins, Mr. P. Barrett Whale, with Mr. F. W. Paish 
as Assistant Editor. 


Contents of New Series, Vol. XII, No. 45, February, 1945 


The Muddle of the Thirties Frederic Benham 
An Analysis of Speculative Choice G. L. S. Shackle 
Time-Preference and Productivity: A Reconsideration F. A. Hayek 
Some Implications of the First In-First Out Method of Stock Valuation K. Lacy 
The Distribution of Family Incomes E. C. Rhodes 


The price of ECoNoMICA (NEw Series) is 5s. a number, or 183. per annum, 
post free. A special rate of 15s. has, however, been authorized in respect 
of Members of the American Economic Association. Subscriptions should 
be sent to the Secretary and Treasurer, American Economic Association, Evanston, 
Illinois, accompanied by a cheque drawn in sterling in favour of ECONOMICA, 
London School of Economics and Political Science. 
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Australia—the New 
Customer 


A Commercial and 
Economic Guide 


ty HOWARD DANIEL and MINNIE BELLE. Here 
is the data American business men want 
about Australia as a market, as revealed 
by the authors’ experience while in charge 
of the Information Office at the Austral- 
ia War Supplies Procurement Agency. 
500 pages of organized, pertinent facts 
(illustrated with 35 tables, 3 maps) con- 


cerning : 


The Australian Market. The Land and Its 
People. The Political System. The Australian 
Customer. Living Standards. Foreign Trade. 
Ports and Facilities. Marketing and Advertis- 
ing. The Pastoral Industries, Agriculture, Other 
Primary Industries. 


Mining Industries. Survey of Manufacturing 
Industries. Iron and Steel Industry. Miscel- 
laneous Metal Fabricating. Agricultural Mach- 
inery, Automotive and Aircraft Industries. 
Electrical and Radio Industries. Shipbuilding. 
Chemical Industries. The Munitions Industry. 


Textiles and Clothing. Food and Allied In- 
dustries, Miscellaneous Manufacturing Indus- 
tries, Health, Medical, and Scientific Facilities. 
Amusement Industries. Public Utilities. Com- 
munications and Radio Broadcasting. Transpor- 
tation. Newspaper and Publishing Industry. 
Australia as a Postwar Market. tf) 


Montgomery’s 
Federal Taxes on 
Corporations 
1945-46 


New issue of a guide standard since 1917 
with tax specialists and corporation execu- 
tives. Everything in one place for quick ref- 
erence, easy use, plus experience-founded coun- 
sel on what to watch for, what to do. 


2 volumes, $1 5.00 


The Milk Industry 


A Comprehensive Survey 
of Production, Distribution 
and Economic Importance 


By RONALD W. BARTLETT, Ph.D. Professor of 
Agricultural Economics, University of 
Illinois. This is a nation-wide study deal- 
ing with the economic aspects of one of 
our major industries. Purpose is to point 
out possibilities in that industry, present 
facts about conditions in it, show how 
monopolistic and other situations retard 
expansion, and suggest practical remedies 
for existing faults. 


The volume offers specific plans of ac- 
tion for effecting improved nutrition, in- 
creased employment, and better under- 
standing among groups within the indus- 
try. Chapters follow: 


The Dairy Industry in our National Econ- 
omy; Expanding Milk Markets by Lowering 
Marketing Costs; Trade Associations and Labor 
Unions; Balancing Competition and Necessary 
Regulation; Reducing Cost of Producing Milk. 


Looking Ahead in the Milk Business; Price 
and Wage Policy; The Key to Full Employ- 
ment; Education for Maintaining Full Employ- 
ment; Free Enterprise and Democratic Ideal. 


The Effect of Price Changes on the Per Capita 
Consumption of Milk; Measuring the Efficiency 
of Market Milk Plants; Essential Requirements 
for Milk Ordinances. 


Montgomery’s 

Federal Taxes on 

Estates, Trusts and Gifts 
1945-46 


Standard guide to estate planning. Relied on 
by trust officers and all who administer or own 
property. Covers application of federal estate 
tax, gift tax, and features of income tax 
peculiar to decedents, estates and trusts. $7.50 


This is the plan so widely praised by the nation’s press: 
A Tax Program for a Solvent America 


By The Committee for Postwar Tax Policy 


(Roswell Magill, Chairman). 


Leading tax and 


fiscal authorities outline their recommendations for revising the federal tax system to 
ht the postwar years. Clear, 4-square proposals cover changes indicated if high level 


employment and production are not to be impeded. 


THE RONALD PRESS COMPANY 
15 East 26th Street 


Publishers 
New York 10 
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BACK NUMBERS WANTED 


The Association will pay fifty cents a copy for the following 
issues (in good condition) of the American Economic Review: Mar., 
1911; Mar., Mar. sup., 1919; Mar., 1920; Mar. sup., 1940; Dec., 
1941; June, Sept., Dec., 1942; Mar. sup., 1943. 


These copies are needed to complete sets for libraries in war areas, 


Send to 
Dr. James Washington Bell, Secretary 


American Economic Association 
Northwestern University, Evanston, Illinois 


NOTICE TO MEMBERS 


In order to clear the remaining copies of Economic Essays in Honor 
of John Bates Clark, a special price of $1.00 a copy will be given 
to members of the Association. Former price, $2.65. Orders should 
be sent to 
The Secretary 
American Economic Association 


Northwestern University 
Evanston, Illinois 
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Corporate Financial Policy 


By Harry G. Guthmann, C.P.A., Ph.D., Professor of Finance, School of Commerce, 
Northwestern University, and Herbert E. Dougall, Ph.D., Associate Professor of 
Finance, School of Commerce, Northwestern University. 


mpHasis is placed on the man- 
E agement point of view. The 
authors believe that only by under- 
sanding the reasons which lie be- 
hind practice can management de- 
cide upon the correct course of ac- 


tion under the varying business 


condit ions. 


Recent developments are included 
along with the basic fundamentals 
required for a thorough under- 


standing. 


\ practical approach is employed 
throughout the text with the pro- 
cedures of leading corporations used 
as illustrations. 


MATERIAL INCLUDES: 


Legal Forms of Business Organization 

Formation and Control of the Corpora- 
tion 

Corporation Stocks and Bonds 

Capital Structure 

Promotion and Financing 

Public Utility Finance 

Investment Banking 

Organized Securities Exchanges 

Short-Term Financing 

Reserves and Dividend Policy 

Expansion and Combination 

Mergers and Consolidations 

Refinancing and Recapitalization 

Corporation Dissolution and Liquidation 

Social Aspects of Corporation Finance 


795 Pages 6x9” College List $4 


Jordan on Investments 


Fourth Revised Edition—By David E. Jordan, Late Professor of Finance, New 
York University. 


COMPREHENSIVE 
The section on Investments is divided 
to cover instruments, management, 
classes of securities, markets, dealers, 
supervision, safeguards, applied pro- 
cedures, etc. 


—— is given to outstanding 
changes which have developed in 
the investment world during the past 
decade. Most significant of all, pos- 
sibly, has been the increased interest 
in common stocks as investment media. 

he author attempts to evaluate these 
changes in the light of demonstrated 
experience. 


Securities Analysis explains public and 
corporate issues, Federal, state, and 
municipal bonds; the corporate group 
describes railroad, utility, industrial, 
The text is divided into two parts— financial, real estate and foreign securi- 
Investment Principles and Securities _ ties. 

Analysis. 480 Pages 6x9” College List $3.50 


Available With or Without Personal Progress Records 
Questions and Problems to Accompany Jordan on Investments. .$1.25 


Send for Approval Copies Dept. M-grz 


| 4 PRENTICE-HALL, INC. 70 FIFTH AVENUE, NEW YORK 11 
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Economics 
for 
Consumers 


© Second Edition 
Leland J. Gordon, 


Professor of Economics, Denison University 


Stressing the consumer point of view, this newly 
revised text works through established economic 
principles. New sections have been added on 


Amer ican “Consumers in a Changing Economy" and 
"Weights and Measures". Recent developments 


Book in advertising, price comparisons, consumer edu. 


cation, consumer co-operatives, and insurance 


Company are discussed. 680 pages $3.75 


YEARBOOK OF AMERICAN LABOR, VOLUME | 
WAR LABOR POLICIES 


Edited by Colston E, Warne and Associates 


Among the Contributors: Mary Ander- A comprehensive account of American 
son, R. R. R. Brooks, Emily Brown, War- labor developments in the war period: Ste 
ren B. Catlin, Carroll Dangherty, Dorothy tistical review of labor conditions; labor 
W. Douglas, H. M. Douty, Mildred Fair- esislation; union agreements; union s- 
child, Frank P. Graham, Willicia Haber, CUritys wage stabilization; collective bar 
Amy Hewes Charles S. Johnson, Malcolm wage standards; prin 

control; manpower; organized labor in 
Keir, Robert Lamb, Lois MacDonald, Boris _gelected leading war industries. Appendix: 
Shishkin, George W. Taylor, J. Raymond Topical Record of Labor; Roster of Ameri 
Walsh, Constance Williams, David Ziskind. can Labor Unions. 


“The project has . . . brought together the best compilation of labor material 
available and . . . selected outstanding authorities and timely subjects for the 
content. . . . The volume is one which almost any student of labor relations 


will want at his elbow. . . .”"—The Annals. 


Published 1945, for Institute of Labor Studies by Philosophical Library, Inc. 
650 Pages Special Institute Price $5.00 


In ordering send $5.14 (includes postage) to 
Philosophical Library, Inc., 15 East 40th Street, New York, N.Y. 
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STRUCTURE OF TRADE 


A tis study for national aims. Trading 
ces designed as instruments of power politics have thwarted com- 
¢ wade and advanced the preparation of war. Dr. Hirschman 
practices and suggests how they may be detected and 
t new departure in the theory of iuternational 


186 pages. September, 1945. $3.00 — 


THEORY OF NATIONAL ECONOMIC 
PLANNING 
By LANDAUER 
[he question here investigated is: What form and degree of social 
control nrust be established as a remedy for the most irrational feature 
of the present system, economic instability? Professor Landauer furnishes 
a neoredla framework for those who must plan the transition from 


an unplanned toa planned economic system. 
5 198 pages. 1944, $2.00 


THE ECONOMICS OF THE PACIFIC 
COAST PETROLEUM INDUSTRY 


By Jor S. Bain 
': Market Structure, 236 pages. 1944. $2.75 


‘I: Price Behavior and Competition. This part deals with the meas- 
urement amd evaluation Of price results throughout the industry; the 
history of competition and cooperation; and the connections among 
price results, competition, and market structure. 

454 pages, tables. December, 1945, $6.00 


BREAD AND DEMOCRACY IN 
GERMANY 
By ALEXANDER GzRSCHENKRON 


(he German Junkers, agricultural protectionism, and the peace settle- 
ment 248 pages, 1943, $2.75 


UNIVERSITY OF CALIFORNIA PRESS 
Berkeley 4 Los Angeles 24 
Please address all mail to the Berkeley office 
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